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OCTOBER 11,“T977 


33-5870 


33-5871 


$7-720—Comment Period Expires 
11/30/77] 


PROPOSAL TO ADOPT RULES WHICH 
WOULD REQUIRE DISCLOSURE IN A 
COMPANY’S PROXY MATERIAL RE- 


COMMISSION DEFERRING, UNTIL 
1979, THE EFFECTIVE DATE OF THE 
QUARTERLY REPORTING REQUIRE- 
MENTS FOR LIFE INSURANCE COM- 
PANIES WHOSE SHARES ARE NOT 
ACTIVELY TRADED 


COMMISSION ADOPTS PROCEDURE 
WHEREBY IT MAY DETERMINE 
WHETHER A FILING PURSUANT TO 
REGULATION A, HAS BEEN ABAN- 
DONED SO THAT IT MAY BE RE- 
MOVED FROM CONSIDERATION AS A 
PENDING MATTER. 


EXTENSION OF TIME FOR COMMENT 
ON THE PROPOSAL ON BENEFICIAL 
OWNERSHIP DISCLOSURE REQUIRE- 
MENTS [File No. S7-714—Comment 
Period Expires 10/31/77] 





OPINION 








SIGNIFICANT ITEMS 








RULES 


The following rules relate to self-regulatory organi- 
zation rule proposals and/or adoptions. 


34-13992 
34-13993 


34-13994 
34-13995 


34-13998 
34-14004 


34-14005 


33-5868 PROPOSAL TO AMEND ITS RULES 
REGARDING THE REPORTING OF 
CHANGES OF A REGISTRANT’S IN- 


DEPENDENT ACCOUNTS [File No. 








34-13996 


HIBBARD & O’CONNOR SECURITIES, 
INC., ETAL. 


Where registered securities associ- 
ation’s findings that member of asso- 
ciation “parked” securities to circum- 
vent net capital requirements, failed to 
register salesmen, made improper pay- 
ments to employee of another member 
of association, and did not comply with 
certain recordkeeping, customer pro- 
tection and prompt delivery of secu- 
rities requirements were affirmed, but 
its findings that member had failed to 
register salesmen, made improper 
payments to employee of another 
member of association, and did not 
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comply with certain recordkeeping, 
customer protection and prompt de- 
livery of securities requirements were 
affirmed, but its findings that mem- 
ber had failed to comply with net capi- 
tal, reporting and other recordkeeping 
ments, and had improperly hypothe- 
cated customers’ securities were set 
aside; proceedings remanded to asso- 
ciation for the reassessment of sanc- 














SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Rel. No. 5868/Sept 26, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13989/Sept 26, 1977 


PUBLIC UTILITY HOLDING CO ACT OF 1935 
Rel. No. 20188/Sept 26, 1977 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9944/Sept 26, 1977 


AUDITOR CHANGES 
AGENCY: Securities and Exchange Commission. 
ACTION: Proposed rules. 


SUMMARY: The Commission is proposing to amend 
its rules regarding the reporting of changes of a 
registrant’s independent accountants to require 
disclosure of (1) the reasons for such changes and (2) 
whether the decision to change independent 
accountants was approved by the registrant’s Board of 
Directors or its audit committee. Currently, the 
reporting of reasons for changing independent 
accountants is limited to situations involving 
disagreements between the registrant and its 
independent accountants on matters of accounting 
principles or practices, financial statement disclosure, 
or auditing scope or procedure. The increased dis- 
closure of facts surrounding a change of auditors 
should aid investors in better understanding and evalua- 
ting the registrant’s relationship with its independent 
accountants. 


DATE: Comments should be submitted on or before 
November 30, 1977. 


ADDRESS: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. All 
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comments will be available for public inspection (File 
No. S7-720). 


FOR FURTHER INFORMATION CONTACT: Edward R. 
Cheramy, Office of the Chief Accountant, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549 (202-376-8020). 


SUPPLEMENTARY INFORMATION: Beginning in 
1971,' the Commission has required specific 
disclosure in a timely Form 8-K filing of any change in 
the principal independent accountants of the 
registrant, including disclosure of any disagreements 
between the registrant and its independent 
accountants on matters of accounting principles or 
practices, financial statement disclosure, or auditing 
scope or procedure. In 1974, in Accounting Series 
Release No. 165 [40 FR 1010], the Commission 
modified the Form 8-K rules and added a section to 
proxy statement rules entitled, Relationship with 
Independent Public Accountants.” The current proxy 
statement requirements call for disclosure of auditor 
changes and the disagreements described in Form 


As stated in Accounting Series Release No. 165: 


One of the underpinnings of the Commission’s 
administration of the disclosure requirements of the 
federal securities laws is its reliance on the reports of 
independent public accountants on the financial state- 
ments of registrants. These reports provide the assur- 
ance of an outside expert’s examination and opinion, 
thereby substantially increasing the reliability of 
financial statements. 


Since that time, the role of the independent 
accountant as an outside expert has expanded. 
Auditors now perform limited reviews of interim 
financial information and, on occasion, report the 
results of such reviews in Form 10-Q. Generally 
accepted auditing standards now require auditors to 
report material weaknesses in internal accounting 





‘Rules adopted in Release No. 34-9344 [36 FR 19363], 
September 21, 1971. 


?In the release the definition of a “disagreement” was 
clarified to indicate that both resolved and unresolved 
issues were intended to be included; the period 
covered by the report was extended from eighteen 
months to the two most recent audit periods plus 
any subsequent interim period; a requirement was 
added for filing the report on the termination or 
resignation of the predecessor auditor without wait- 
ing until the successor auditor is engaged; and the 
report was required to include changes of the inde- 
pendent accountant of a significant subsidiary on 
whom the principal accountant expressed reliance. 
































controls to their clients.* In addition, the Commission 
on Auditors’ Responsibilities recommended the 
following: 


The audit function can and shouid expand from being 
oriented to periodic financial statements to include 
information of an accounting and financial nature that 
management has a responsibility to report, provided 
that it is produced by the accounting system and the 
auditor is competent to verify the information. 


The audit should be considered as a function to be 
performed during a period of time rather than an audit 
of a particular set of financial statements. The audit 
function should gradually expand to include all 
important elements of an entity’s financial reporting 
process’ 


This increased participation by the independent 
accountant in the financial reporting process will 
make it even more important that this relationship be 
fully understood and appreciated by the investors and 
other users of financial information. To sustain 
confidence by the users of the auditors’ work product, 
the Commission and the accounting profession have 
required that auditors remain independent, both in 
fact and appearance, of the companies they audit. To 
assure this independence the Commission has 
encouraged the formation of audit committees 
comprised of independent members of the Board of 
Directors. Such committees can serve as links 
between the independent accountants and the 
shareholders and give auditors a level of authority 
higher than management for the discussion of 
controversial matters. In furtherance of these 
objectives, the Commission believes that one of the 
principal responsibilities of an independent audit 
committee should be that of recommending the 
engagement or discharge of the company’s 
independent accountants to the full Board of 
Directors. 


In view of the increased significance of the role of the 
independent accountant, the Commission believes 
that investors should be fully informed about the 
relationship between a company and its auditors. Ina 
concurrent release the Commission is_ soliciting 
comment on a rule proposal to require public 





3“Statement on Auditing Standards No. 20,” “Re- 
quired Communication of Material Weaknesses in 
Internal Accounting Control,” AICPA, August 1977. 


4“Report of Tentative Conclusions,” The Commission 
on Auditors’ Responsibilities, 1977, p. xix. The 
Commission on Auditors’ Responsibilities was estab- 
lished in October, 1974 by the American Institute of 
Certified Public Accountants to study the role and re- 
sponsibilities of independent auditors. 


‘Accounting Series Release No. 123, March 23, 1972. 


companies to disclose, in their proxy materials, the 
services provided by their independent accountants 
and the related fees.® 


In this release, rules are proposed to more adequately 
inform investors and others of the circumstances 
relating to a change of auditors. Because the 
continuing relationship between the company and its 
independent accountants is important, the Commis- 
sion believes that irivestors should be informed on a 
timely basis of the reasons for a change in 
independent accountants. In addition, because of the 
significance of the decision, the Commission believes 
that investors should be advised whether the decision 
to change independent accountants was considered 
by the company’s Board of Directors or its audit 
committee. The Commission therefore proposes to 
amend its Form 8-K and proxy rules to require 
disclosure of these matters. 


Effective Date 


lf adopted, such rules are expected to be effective for 
all Form 8-Ks and proxy materials filed with the Com- 
mission thirty days after the adoption and publication in 
the Federal Register of final rules. 


COMMISSION ACTION: The Commission hereby 
proposes (1) to amend §240.14a-101 of 17 CFR Part 
240 by revising Item 8 thereunder by revising 
paragraph (c) and adding new paragraph (f), and (2) to 
amend §249.308 of 17 CFR Part 249 by adding to Item 
4 thereunder new paragraphs (b) and (f) and 
redesignating existing paragraphs (b), (c) and (d) as 
(c), (d) and (e) respectively, as given below. 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


* - * * * 


§240.14a-101 Schedule 14A. Information required in 
proxy statement. 


* * * * * 


Item 8. Relationship with independent public 
accountants. * * * 


(c) If a change has or changes in accountants have 
taken place since the date of the proxy statement for 
the most recent annual meeting of shareholders, 
describe the reasons for such change(s) and any 
disagreement(s) between the accountant and the 
issuer as previously reported or required to be 
reported on Form 8-K or in the accountant’s letter 
filed as an exhibit thereto. Prior to submitting the 
preliminary proxy material to the Commission which 





SSecurities Exchange Act Release No. 33-5869 Sept- 
ember 26, 1977. 


SEC DOCKET/219 








contains or amends such description, the issuer shall 
furnish to any such accountant(s) the reason(s) for 
the change and a description of any disagreement(s). 
If such accountant(s) believe that the asserted 
reason(s) for the change and the description of any 
disagreement(s) are incorrect or incomplete, he may 
include a brief statement, ordinarily expected not to 
exceed 200 words, in the proxy statement presenting 
his view of the reasons for the change or the 
description of any disagreement(s). This statement 
shall be submitted to the issuer within ten business 
days of the date such accountant(s) received the 
issuer’s reason(s) and description. 


* * * * * 


(f) If a change has or changes in accountants have 
taken place since the date of the proxy statement for 
the most recent annual meeting of shareholders, state 
whether such change(s) were considered, recom- 
mended or approved by the Board of Directors or an 
audit or similar committee thereof. 


* * * * * 


PART 249—FORMS, SECURITIES EXCHANGE ACT 
OF 1934 


* a * * * 


§249.308 Form 8-K, for current reports 


* * * * * 


Item 4. Changes in Registrant’s Certifying Ac- 
countant. * * * 


(b) State the reason(s) for the change in certifying 
accountant. 


(c) was (b) * * * 
(d) was (c) * * * 
(e) was (d) * * * 


(f) State whether such change(s) in certifying 
accountant were considered, recommended or 
approved by the Board of Directors or an audit or 
similar committee thereof. 


* * * * * 


These amendments are proposed to be adopted pur- 
suant to authority in Sections 12, 13, 15(d), and 23(a) 
[15 U.S.C. 781, 78m, 780(d), 78w] of the Securities 
Exchange Act of 1934. Pursuant to Section 23(a)(2) of 
the Securities Exchange Act of 1934 the Commission 
has considered the impact of these proposals on 
competition and is not aware, at this time, of any 
burden that such rule amendments, if adopted, would 
impose on competition. However, the Commission 
specifically invites comments as to the competitive 
impact of these proposals, if adopted. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Rel. No. 5869/Sept 26, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13990/Sept 26, 1977 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Rel. No. 20189/Sept 26, 1977 


INVESTMENT CO. ACT OF 1940 
Rel. No. 9945/Sept 26, 1977 


DISCLOSURE OF RELATIONSHIPS WITH INDE- 
PENDENT PUBLIC ACCOUNTANTS 


AGENCY: Securities and Exchange Commission. 
ACTION: Proposed rule. 


SUMMARY: The Commission is proposing to adopt 
rules which would require disclosure in a company’s 
proxy materials of (1) the services provided during the 
last fiscal year by the company’s independent auditors 
and the related fees, (2) whether the board of directors 
or audit committee has approved all services, and (3) 
the company’s revenues derived from the independent 
auditors. The proposed disclosures would provide 
objective evidence for helping investors to formulate 
an opinion as to the independence of the auditors. 
The Commission is also soliciting information and 
comments on the nature of services auditors provide 
their audit clients. 


DATE: Comments should be submitted on or before 
November 30, 1977. 


ADDRESS: Comments should refer to File S7-721 and 
should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. All comments will be available for public 
inspection. 


FOR FURTHER INFORMATION CONTACT: Gary A. 
Zell, (202-376-8019) Office of the Chief Accountant or J. 
Rowland Cook, (202-755-1750) Division of Corporation 
Finance, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 
































SUPPLEMENTARY INFORMATION: Rule 2-01 (Quali- 
fications of Accountants) of Regulation S-X (17 CFR 
210.2-01) requires auditors to be in fact independent 
in order to be recognized as independent by the 
Commission. This rule states in part: 


In determining whether an accountant may in fact be 
not independent with respect to a particular person, 
the Commission will give appropriate consideration to 
all relevant circumstances, including evidence bearing 
on all relationships between the accountant and that 
person or any affiliate thereof, and will not confine 
itself to the relationships existing in connection with 
the filing of reports with the Commission. 


The reports of auditors provide assurance of the 
reliability of financial statements filed with the 
Commission and are relied upon by the Commission 
in administering the securities laws. The inde- 
pendence of auditors is a critical element of the 
system that has been in effect since the Securities 
Acts were enacted over 40 years ago. 


Prior Commission Actions 


The Commission has taken several steps in past years 
to assist auditors in strengthening their inde- 
pendence. These include Accounting Series Releases 
(ASR) Nos. 47 [11 FR 10930], 81 [23 FR 9777], and 126 
[37 FR 14294] which provide guidelines and examples 
of relationships between registrants and auditors 
which the Commission or its staff concluded resulted 
in a lack of necessary independence. 


Since 1971 the Commission has required disclosure of 
disagreements between registrants and displaced 
auditors which could have required or did require 
mention in the auditors’ report. In 1975 the 
Commission strengthened this rule and in addition 
required disclosure in proxy statements of whether 
the auditors would be present at the stockholders’ 
meeting with the opportunity to make a statement and 
whether they are expected to be available to answer 
stockholders’ questions with respect to the audited 
financial statements. 


In a concurrent release the Commission has issued for 
comment a proposed rule, No. 33-5868 [ FR 1? 
which would require that the reasons for a company 
changing its auditors be disclosed in a public report 
filed with the Commission and in its next proxy 
statement. 


The Commission continues to seek ways to further 
strengthen the independence of auditors. It is 
desirable for all public companies to have audit 
committees composed of independent directors and 
ways are being considered by which such committees 
might be encouraged or required. 


The Commission is continuing to gather evidence of 
the types of services auditors provide their clients. 
Specific input on the range of services auditors 
provide their clients is solicited through this release. 
Interested persons are specifically requested to 
respond to the questions raised and supply any other 
information on this issue they believe may be useful 
to the Commission. 


Background 


Various services provided by public accounting firms 
to their audit clients have been asserted to result in a 
lessening of the independence or appearance of 
independence of auditors. 


The Commission on Auditors’ Responsibilities (CAR) 
recently stated: 


There is no evidence that provision of services other 
than auditing has actually impaired the independence 
of auditors. However, the belief of a significant 
minority of users that independence is impaired 
creates a major problem for the profession. Decisions 
on the other services offered and used should be 
made by individual public accounting firms and 
boards of directors of clients.' 


The CAR summarizes “The Management Services 
Controversy” as follows: 


A pronounced concern with providing management 
services to audit clients developed in the eariy 1960s 
when those services grew at a rapid rate. Since then, 
the AICPA has had two special committees study the 
problem. The first, the Ad hoc Committee on 
Independence (1969), considered only management 
services and the second, the Committee on Scope and 
Structure (1974), considered all other services. The 
AICPA’s Ethics Division and Management Advisory 
Services Division have issued a number of 
pronouncements limiting the services that can be 
provided to audit clients. 


Many others—primarily college professors—have 
surveyed user groups, independent auditors, and 
corporate executives to determine the extent of 
concern with the effect of management services on 
independence. The surveys have produced mixed and 
conflicting results, but generally they have shown that 





‘Report of Tentative Conclusions, The Commission 
on Auditors’ Responsibilities, 1977, p. 92. (The 
Commission on Auditors’ Responsibilities was estab- 
lished in October, 1974 by the American Institute of 
Certified Public Accountants to study the role and 
responsibilities of independent auditors.) 
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a significant minority of users are concerned about 
the potential conflict between management services 
and the audit function. The concern of users 
decreases as their familiarity with the nature of 
services offered by public accounting firms increases, 
and it diminishes substantially when the services are 
provided by different staff, such as a separate 
management services division. In general, corporate 
executives and auditors are less concerned than 
users. All three groups generally believe management 
services cause a less serious conflict than other 
factors such as “flexible” accounting principles or 
payment of the audit fee by the client. 


That any large, although minority, segment of 
financial statement users views management services 
as potentially reducing the auditor's independence 
must be a cause for concern. If the views of the 
minority were supported by empirical evidence of loss 
of independence, prohibition of management services 
would be essential. 


This concern has also been reflected in other forums3 


Some people believe that auditors should not provide 
any services other than auditing to their clients. 
Professors Mautz and Sharaf stated: 


For the good of the profession, auditing must be 
recognized as a specialty separate from the remaining 
functions of public accountants. Accountants who 
serve as auditors should perform no other functions 
for their clients, and those who perform other func- 
tions should not engage in opinion audits. Our reason 
for so contending is the incompatibility of auditing 
with other services. We see auditing as something 
more than a skilled craft. Auditing is a quasi-judicial 
function and requires a type of independence entirely 
different from that required for the performance of any 
other public accounting type of service.’ 





2Ibid, pp. 93 and 94. 


3For example see “The Accounting Establishment,” a 
Staff study prepared by the Subcommittee on Re- 
ports, Accounting and Management of the Commit- 
tee on Government Operations, United States Senate 
(December, 1976) and the testimony before the 
Subcommittee at its public hearings in May and June 
of 1977. 


4R. K. Mautz and Hussein A. Sharaf, “The Philos- 
ophy of Auditing,’ American Accounting Associa- 
tion, 1961, p. 228. 
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It has also been observed that it is difficult to separate 
the functions of auditing from providing advice to 
management. A natural result of the audit process is 
suggestions to management for improvements in the 
company’s accounting methods, procedures and 
controls. The auditor thus extends his role to advising 
management. This advice is generally considered 
desirable since the auditors’ training and experience 
bring knowledge and expertise not necessarily 
available within many organizations. Accordingly, 
some believe that any lessening of independence as a 
result of such advice to management is more than 
offset by the benefits resulting from the auditors’ 
expertise. 


It has been argued that it is desirable for public 
accounting firms to provide certain services that result 
in employing persons with specialized skills who may 
also contribute to innovation and improvement in 
auditing methods and procedures. For instance, as a 
result of providing computerized accounting systems 
design, firms have had available the specialized skills 
of the employees providing such services to develop 
audit tools to be used in auditing computerized 
accounting systems. If such services were not offered 
by the audit firm, it has been argued that audit quality 
might suffer. Accordingly, the public interest may be 
better served by permitting auditors to provide certain 
services even if it results in some lessening of the 
appearance of independence. Similarly, certain 
services (i.e., preparation of income tax returns) may 
best be provided by accountants who also perform 
audits since they possess the necessary skills, 
expertise, and knowledge of the client’s financial 
transactions to most effectively fulfill the responsibili- 
ties attendant to the service. The auditors’ expertise in 
certain areas may not be replaceable by practical 
means and the benefits to independence from 
prohibiting certain services might be more than offset 
by the resultant costs. 


Various specific services have been suggested as 
lessening the auditors’ independence when such 
services are rendered to audit clients. Some of these 
are actuarial services, tax advice and preparation of 
tax returns, recruiting of executives and placing 
former partners and employees with clients, plant 
layout and engineering, market research, and 
appraisal services. 


Requests for Other Comments and Information 


The Commission is continuing to gather evidence of 
the types of services auditors provide. Accordingly, 
specific responses are solicited from companies, 
auditors and other interested persons to the following 
items: 










































1. A description of each specific kind of service 
provided by public accounting firms. 


2. Information indicating the extent of each such 
service. Public accounting firms are requested to 
furnish information as to the amount of fees from 
each service and the relationship to the audit 
function. 


3. Information as to the reasons any previously 
provided service has been discontinued, any new 
service has been initiated, or any service that has 
been considered is not provided. 


4. Should auditors be prohibited from providing their 
audit clients any non-audit services? If not, which 
particular services should be permitted? Should any 
permitted services be limited to a percentage of the 
audit fee? What is an appropriate limitation? 


5. What attributes should be used to evaluate the 
effect on independence and the desirability of the 
service being offered by auditors? 


6. What services are desirable for auditors to 
continue in order to maintain employees with 
specialized skills to contribute to improvements in 
auditing methods and procedures? 


7. Should auditors be permitted to appear before 
regulatory bodies as experts on matters which affect 
their clients? 


The responses to these matters will provide the Com- 
mission with important information in considering 
proposed rule-making relating to auditors’ inde- 
pendence. Respondents are encouraged to supply any 
other information they believe useful to this issue. 


Disclosure of Auditor Services, Fees and Relation- 
ships 


The Commission on Auditors’ Responsibilities has 
included a recommendation in its Report of Tentative 
Conclusions that “The nature and extent of other 
services provided by the auditor should be disclosed 
in proxy statements.” It further stated that: 


As noted earlier, the concern of users that provision 
of other services impairs the auditor's independence 
decreases as their knowledge about the services 
increases. The best way to dispel concerns of any 
potential conflicts of interest is to disclose the facts. 





SReport of Tentative Conclusions, The Commission 
on Auditors’ Responsibilities, 1977, p. xxi. 


The proxy rules for publicly owned companies already 
require disclosures of the interests of management 
and others in certain transactions. The Commission 
(CAR) recommends that public companies also 
disclose, in the proxy statements issued to share- 
holders that include selection or ratification of the 
election of independent auditors, information on the 
nature of other services provided to the companies by 
their independent auditors. 


Disclosure in proxy statements of all services 
provided to public companies by their auditors and 
the related fees will provide objective evidence of the 
types and amounts of services being provided by 
auditors and rules to require this are proposed. Fees 
earned from affiliates are also proposed to be 
disclosed. 


The case for disclosing audit fees when no other 
services were rendered is not as strong. However, 
arguments can be made that the absolute amount of 
the fees paid may be significant in that they can be 
compared to fees paid by similar companies. While 
the relationships may vary for a variety of reasons 
(e.g., poor internal control, centralization of 
accounting, number of operating divisions, etc.), the 
amount may serve as the basis for questions by share- 
holders. In addition the relative importance of the 
audit fee to the auditor may provide information as to 
the auditors’ economic dependence on the company.’ 
Further, the Commission believes it is appropriate for 
all of the relationships of the auditor and the company 
to be disclosed to shareholders and this includes the 
amount of audit fees paid. 


The Commission believes that objectivity and 
independence are enhanced if the auditor deals with 
an audit committee of independent directors or the 
board of directors in determining services and fees. In 
order to provide investors with knowledge of whether 
the board of directors or audit committee has 
approved all services provided by the auditors, the 
Commission proposes to require disclosure of 
whether such approval has taken place. 





Sibid, p. 101. 


7The American Institute of Certified Public Accoun- 
tants (AICPA) has adopted a resolution providing 
that, among other things, firms file with the AICPA, 
available for public inspection, the number of SEC 
audit clients each of whose total domestic fees ex- 
ceed 5% of total domestic firm fees and the 
percentage which each of these clients’ fees repre- 
sent to total domestic firm fees. 
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The Commission is also concerned about the possible 
effect on the auditors’ independence and objectivity of 
any understanding or agreement limiting the auditors’ 
fee to an absolute amount. Accordingly, the proposed 
rule would require disclosure of any such agreement. 


Services and products acquired from clients by 
auditors, if of a sufficient magnitude, may also be 
perceived as lessening independence. In order to 
provide investors with objective evidence of the 
relevant relationships between auditors and their 
clients, the Commission is also proposing that 
significant revenues of the company derived from its 
auditors be disclosed in the proxy statement. 


Transactions between the company and its auditors 
that are on terms not customary in the industry or 
which differ from those offered other customers may 
also provide evidence that there has been a lessening 
of independence. Accordingly, the Commission 
proposes disclosure of such transactions. 


The Commission has not defined its use of the word 
“customary.” As it relates to the fees of the auditors, 
the Commission is interested in disclosure of 
situations where the auditor agrees to a fee 
significantly less than is normal in order to obtain the 
client or in response to criticism of prior services. The 
Commission specifically requests comments on a 
better term or an improved definition of the term 
“customary.” 


An illustration of the proposed disclosure might be as 
follows: 


Fees to A, B & C, the Company’s independent 
accountants, for the audits for 1977 and 1976 and 
other services in 1977 were as follows (all of which 
have been approved by the Board’s Audit Commit- 
tee): 


Examination of financial statements 

for year ended December 31, 1977 

ROU AG TIO) osc ioe, Se ee telate ese Se petoelh occas scala $100 
Limited review of quarterly reports 
Preparation of corporate tax returns 
Conference with company’s staff and 

tax examiners in connection with IRS 

PREMIER INERAIAS «00-0 e odhep 5 Seperation Trot rane ar ae ore jaarae 20 
Design of data processing system for 

factory payroll 
RRB MD aa sO ev eeth lotto A cleats Ontaueerstotaress ecbtsteve aibrers 19 


(*) Includes items which are in the aggregate under 
10% of total fees paid during year to A, B & C. 


COMMISSION ACTION: Section 240.14a-101 of 17 
CFR Part 240 is proposed to be amended by the 
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addition of new subparagraphs (g) and (h) under Item 
8 of Schedule 14A as given below: 


Part 240 — GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


* * * * * 


§240.14a-101 Schedule 14A. Information required in 
proxy statement.' 


* * * * * 


Item 8. Relationship with independent public 
accountants. i ri = 


(g) The fee, or estimate, for examination of financial 
statements of the issuer and its affiliates for the two 
fiscal years most recently completed and the services, 
other than audit, provided to the issuer and its 
affiliates, officers and directors by the issuer’s 
principal accountant during the issuer’s last fiscal 
year together with the fee for each such service. 
Indicate also whether the issuer’s Board of Directors 
or its audit committee has specifically approved all 
such audit and other services provided to the issuer. 


Instructions. 1. Broad general categories such as 
“SEC matters,” ‘‘tax matters’ or ‘‘management 
advisory services” will not be deemed sufficiently 
specific. 


2. Individual services which in the aggregate result 
in fees of less than 10% of the total fees incurred to 
the principal accountant during the last fiscal year 
may be combined and disclosed as “other.” 


3. Describe the circumstances and give details of 
any services provided by the issuer’s independent 
accountant during the latest fiscal year that were 
billed at rates or terms that were not customary. 


4. Describe any existing understanding or direct or 
indirect agreement that places a limit on current or 
future years’ audit fees. 


(h) The revenues of the issuer during the past fiscal 
year that are derived from the issuer’s principal 
accountant (and from the partners or owners if the 
principal. accountant is other than an_ individual 
practitioner). 


Instructions. 1. Activities that result in revenues of 
less than 20% of the total fees disclosed in (h) need 
not be disclosed. 


2. Include a description of each activity resulting in 
revenue and the amount from each. 
































3. Notwithstanding the above exemption, describe 
the terms of any transaction not in the ordinary course 
of business or if not at trade terms customary in the 
industry and with other customers. 


* * * * * 


These amendments are proposed to be adopted 
pursuant to authority in Sections 12, 13, 15(d), and 
23(a) [15 U.S.C. 781, 78m, 780(d), 78w] of the 
Securities Exchange Act of 1934. Pursuant to Section 
23(a)(2) of the Exchange Act the Commission has 
considered the impact of these proposals on competi- 
tion and is not aware, at this time, of any burden that 
such rule amendments, if adopted, would impose on 
competition. However, the Commission specifically 
invites comments as to the competitive impact of 
these proposals, if adopted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5870/September 28, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14003/September 28, 1977 


ACCOUNTING SERIES 
Release No. 228/September 28, 1977 


QUARTERLY REPORTING REQUIREMENTS FOR LIFE 
INSURANCE COMPANIES 


AGENCY: Securities and Exchange Commission 


ACTION: Final rules. 

SUMMARY: The Commission is further deferring, 
until 1979, the effective date of the quarterly reporting 
requirements for life insurance companies whose 
shares are not actively traded. Such additional delay 
is necessary to allow sufficient time for the Com- 
mission to fully consider the recommendations of its 
Advisory Committee on Corporate Disclosure regard- 
ing the special problems of smaller companies. 


EFFECTIVE DATE: Deferred from December 25, 1978 
to December 25, 1979. 


FOR FURTHER INFORMATION CONTACT: Edward R. 
Cheramy, Office of the Chief Accountant, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549 (202-376-8020). 


SUPPLEMENTARY INFORMATION: On September 
20, 1976, the Commission issued Accounting Series 
Release No. 197 [41 FR 42645] ' to require quarterly 
financial reporting, on Form 10-Q, by life insurance 
companies and holding companies having only life 
insurance subsidiaries. In that release the Commis- 
sion stated: 


Recognizing that some life insurers do not presently 
prepare quarterly financial information, the Commis- 
sion believes that the quarterly reporting responsi- 
bilities imposed by these amendments should first be 
applied to those life insurance companies whose 
activities are most closely followed by analysts and 
investors. At the same time and taking into account the 
lead time and start-up requirements for those 
companies not currently preparing quarterly financial 
information on a generally accepted accounting 
principles (GAAP) basis, the Commission has decided 
to defer the effective date of these amendments until 
1978 for life insurance companies whose shares are 
not actively traded. In addition, the Commission notes 
that its Advisory Committee on Corporate Disclosure 
is reviewing the overall question of the reporting res- 
ponsibilities of smaller companies. The results of 
their work are anticipated in mid-1977 and could 
possibly impact the filing requirements of many smal- 
ler companies, including small public life insurance 
companies. Accordingly, the Commission will give 
notice no later than September 30, 1977, as to whether 
or not there will be any further delay of the effective 
date of these amendments or any change in these 
amendments with respect to those life insurance com- 
panies whose shares are not actively traded. 


The Commission’s Advisory Committee on Corporate 
Disclosure has not yet issued its final report. How- 
ever, it has agreed on the following recommendations 
regarding the special problems of small companies: 


The Commission should hold public hearings to 
determine: (1) whether and to what extent, the Com- 
mission should attempt to define a category of “small 
companies” for the purpose of requiring less burden- 
some reporting; (2) how such a classification, if de- 
sirable and possible, should be defined; and (3) what 
reductions of reporting requirements are possible, 
consistent with the purpose of the Federal securities 
laws. 





‘Certain technical errors were corrected in Account- 
ing Series Release No. 218 [42 FR 27879], May 23, 
1977. 
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The Commission has not formally received the final 
report, but it believes that all recommendations of the 
Advisory Committee will warrant careful considera- 
tion. Accordingly, the Commission has decided to 
defer the effective date of the quarterly reporting re- 
quirements for life insurance companies whose shares 
are not actively traded until 1979. Notice will be given 
no later than September 30, 1978, as to whether or not 
there will be any further deferral of the effective date. 


COMMISSION ACTION: The’ Commission hereby 
amends paragraphs (c)(1) of §§240.13a-13 and 15d-13 
of 17 CFR Part 240, to defer the effective date specified 
therein as given below. 


§240.13a-13 Quarterly reports on Form 10-Q (§249. 
308a of this chapter). 


* * * * * 
(c) * * * 


(1) Life insurance companies and holding companies 
having only life insurance subsidiaries for quarters in 
fiscal years ending on or before December 25, 1979, if 
they do not meet the tests specified in paragraph 
(t)(1)(i) of §210.3-16; or 


* * * * * 


§240.15d-13 Quarterly reports on Form 10-Q (§249. 
308a of this chapter). 


* * * * * 
(c) * * * 


(1) Life insurance companies and holding companies 
having only life insurance subsidiaries for quarters in 
fiscal years ending on or before December 25, 1979, if 
they do not meet the tests specified in paragraph 
(t)(1)(i) of §210.3-16; or 


* * * * * 


These amendments are adopted pursuant to authority 
in Sections 12, 13, 15(d) and 23(a) [15 U.S.C. 78)/, 
780(d) and 78w] of the Securities Exchange Act of 
1934. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 5871/September 29, 1977 


SMALL ISSUES EXEMPTION—ABANDONED NOTI- 
FICATIONS 


AGENCY: Securities and Exchange Commission. 


ACTION: Final rules. 

SUMMARY: The Commission adopts a procedure 
whereby it may determine whether a filing pursuant to 
Regulation A, the small issue exemption from re- 
gistration under Section 3(b) of the Securities Act of 
1933, has been abandoned so that it may be removed 
from consideration as a pending matter, and the 
authority to order such filings abandoned is delegated 
to the Regional Administrators. 


EFFECTIVE DATE: October 31, 1977. 


FOR FURTHER INFORMATION: Ruth D. Appleton, 
Chief, Office of Tender Offers, Acquisitions and Small 
Issues, Division of Corporation Finance, Securities 
and Exchange Commission, Washington, D.C. (202) 
755-1290. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced the 
adoption of Rule 264 [17 CFR 230.264] and an amend- 
ment to its rule governing delegation of authority to 
Regional Administrators [17 CFR 200.306] establish- 
ing a procedure whereby the Commission may de- 
termine that a notification on Form 1-A [17 CFR 
239.90] filed pursuant to the Regulation A exemption 
[17 CFR 230.251 to 230.264] from the registration re- 
quirements of the Securities Act of 1933, as amended 
(“the Securities Act”) [15 U.S.C. 77a et seq.], has 
been abandoned. The Commission may then remove 
such filings from consideration as a pending matter. 


BACKGROUND 


At any given time, there are on file with the Commis- 
sion a number of notifications on Form 1-A which the 
issuers appear to have abandoned. This situation may 
have developed either because the issuer has de- 
termined not to proceed with an offering due to 
changed market or other conditions or because the 
issuer has ceased operations due to its dissolution or 
bankruptcy. Whatever the reason, the filing is not up 
to date and should not be relied upon for the accuracy 
of the information therein. Therefore, the filing should 
be withdrawn by the issuer or otherwise removed from 
consideration as a pending filing. 


To accomplish this purpose, the rule provides that 
when a Regulation A filing has become out of date by 























the passage of nine months from the filing date of the 
notification or from the filing date of the latest 
substantive amendment thereto, and the issuer has 
not furnished the Commission a satisfactory explana- 
tion why it has not amended or withdrawn the filing, 
the Commission may, in its discretion, follow the 
procedure set forth in the new rule. The rule also 
provides that an abandoned filing shall be marked as 
such and shall remain in the files of the Commission. 


In order to simplify most effectively the procedure for 
ordering abandonment of Regulation A filings, the 
Commission delegates the authority to order such 
filings abandoned to the Regional Administrators. 


The proposed rules were published for comment in 
Release No. 33-5831 on June 6, 1977, [42 FR 30378], 
and the comment period ended July 31, 1977. All of 
the Commission’s Regional Offices have concurred 
with the proposed rules. No comments were received 
from members of the public. 


TEXT OF AMENDMENTS 


1. The Commission’s Rules of Organization [17 CFR 
200.1 to 200.30-12] are hereby amended by adding a 
new §200.30-6(a)(4) to read as follows: 


§200.30-6 Delegation of authority to Regional 
Administrators. 


* * * * * 


(a) * * * 


(4) To issue orders declaring notifications on Form 
1-A (§239.90 of this chapter) abandoned pursuant to 
Rue 264 (§230.264 of this chapter). 


* * * * * 


ll. Regulation A [17 CFR 230.251 to 
amended by adding a new §230.264, 
follows: 


230.263] is 
reading as 


§230.264 Procedure with respect to abandoned 
notifications on Form 1-A [§239.90]. 


When a notification on Form 1-A [239.90] under 
§§230.251 to 230.264, or the latest substantive amend- 
ment thereto, if any, has been on file with the Com- 
mission for a period of nine months from its filing 
date and the offering has not commenced, the Com- 
mission may, in its discretion, proceed in the 
following manner to determine whether such filing 
has been abandoned by the issuer: 


(a) Notice will be sent to the issuer, and to any 
counsel for the issuer named in the notification, by 
registered or certified mail, return receipt requested, 
addressed to the most recent addresses for issuer and 
issuer’s counsel as reflected in the notification. Such 
notice will inform the issuer and issuer’s counsel that 
the notification or amendments thereto is out of date 
and must be either amended to comply with applic- 
able requirements of §§230.251 to 230.264 or be with- 
drawn within thirty days after the date of such notice. 


(b) If the issuer or issuer’s counsel fails to respond 
to such notice by filing a substantive amendment or 
withdrawing the notification or does not furnish a 
satisfactory explanation as to why the issuer has not 
done so within such thirty days, the Commission 
may, where consistent with the public interest and the 
protection of investors, enter and order declaring the 
notification abandoned. 


(c) When such an order is entered by the Commis- 
sion, the papers comprising the notification and any 
amendment thereto will not be removed from the files 
of the Commission but will be plainly marked in the 
following manner: “Declared abandoned by order 
dated a 





[Secs. 3(b), 19(a), 48 Stat. 75, 85; Sec. 209, 48 Stat. 
908; c. 122, 59 Stat. 167; Pub. L. 91-565, 84 Stat. 
1480; 15 U.S.C. 77c(b), 77s(a)] 


The Commission hereby adopts Rule 264 pursuant to 
Sections 3(b) and 19(a) of the Securities Act. The 
delegation of authority amendment is made pursuant 
to Public Law 87-592, 76 Stat. 394 (15 U.S.C. 78d-1, 
78d-2). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5872/September 29, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14006/September 29, 1977 


BENEFICIAL OWNERSHIP DISCLOSURE REQUIRE- 
MENTS 


AGENCY: Securities and Exchange Commission. 
ACTION: Extension of time for comment. 
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SUMMARY: _ Because interested persons have re- 
quested additional time to formulate material in 
response to the Commission’s invitation to comment 
on the objections raised by institutional investors re- 
garding the beneficial ownership disclosure require- 
ments, the Commission has extended from September 
30 to October 31, 1977 the date by which comments 
must be submitted. 


DATES: Comments must be received on or before 
October 31, 1977. 


ADDRESS: Comments should refer to File S7-714 
and should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: John 
Granda, Division of Corporation Finance, Securities and 
Exchange Commission, Washington, D.C. 20549. (202/ 
755-1750). 


SUPPLEMENTARY INFORMATION: On August 29, 
1977, the Commission published Securities Act 
Release No. 5859, Securities Exchange Act Release 
No. 13900 (42 FR 44964 (September 7, 1977)) in which 
it solicited public comment with respect to the ob- 
jections raised by institutional investors regarding the 
beneficial ownership rules [17 CFR 240.13d-1 to 
13d-7] and reporting forms [17 CFR 240.13d-101 and 
102] now scheduled to take effect on April 30, 1978. 
Interested persons were invited to submit their views 
and comments on or before September 30, 1977. 


In order to receive the benefit of the comments which 
affected issuers and others may have on these mat- 
ters, and in view of the requests received by the Com- 
mission for additional time in which to comment, the 
Commission has determined to extend the comment 
period until October 31, 1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


September 29, 1977 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13676A/September 26, 1977 


Administrative Proceeding File No. 3-4752 
In the Matter of 


GRANT C. AADNESEN, ESQ. 
340 East 4th South Street 
Salt Lake City, Utah 84103 


NOTICE OF PERMANENT DISQUALIFICATION 
FROM APPEARANCE OR PRACTICE BEFORE THE 
COMMISSION 


Securities Exchange Act of 1934 Release No. 13676, 
issued on June 24, 1977, in the above-referenced 
matter inadvertently listed Accounting Series Release 
No. 221 and accordingly that reference hereby is 
deleted. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13678A/September 26, 1977 


Accounting Series 
Release No. 221/September 26, 1977 


Administrative Proceeding File No. 3-4766 


In the Matter of 


C. WAYNE LITCHFIELD 
1911 West 42nd Street 
Oklahoma City, Oklahoma 


NOTICE OF PERMANENT DISQUALIFICATION FROM 
APPEARANCE OR PRACTICE BEFORE THE COM- 
MISSION 


Securities Exchange Act of 1934 Release No. 13678, 
issued June 24, 1977, in the above-referenced matter, 
inadvertently omitted Accounting Series Release No. 
221 and hereby is corrected. 


George A. Fitzsimmons 
Secretary 




















SECURITIES EXCHANGE ACT of 1934 
Release No. 13989/September 26, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5868/September 26, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13990/September 26, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5869/September 26, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13991/September 26, 1977 


An order has been issued granting the application of 
the Philadelphia Stock Exchange, Inc. to strike from 
listing and registration the common stock, $.66-2/3 
par value, of Computerized Automotive Reporting 
Services, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13992/September 26, 1977 


In the Matter of 


PACIFIC STOCK EXCHANGE INCORPORATED 
Los Angeles Division 

618 South Spring Street 

Los Angeles, California 90014 


(SR-PSE-77-25) 
NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE INCORPORA- 


TED AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities Ex- 


change Act of 1934, 15 U.S.C. 79(s)(b)(1) (the “Act”), 
as amended by Pub. L. No. 94-29, §16 (June 4, 1975) 
notice is hereby given that on September 7, 1977, the 
Pacific Stock Exchange Incorporated (“PSE”) filed 
with the Commission copies of a proposed rule 
change. The proposed rule change would establish 
uniformity with respect to the application of the 
restricted options rule to dually listed exchange 
traded options. By this proposal an option would be 
restricted on that exchange only when such option 
would meet the criteria for restriction on all ex- 
changes where a transaction has occurred with 
respect to such option on the previous day. 


Publication of notice of the proposed rule change is 
expected to be made in the Federal Register, during 
the week of September 25, 1977. Interested persons 
are invited to submit written data, views and argu- 
ments concerning the proposed rule change. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-77-25. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges and in 
particular the requirements of Section 6 of the Act and 
the rules and regulations thereunder. 


Further, the Commission finds good cause for approv- 
ing the proposed rule change prior to the thirtieth day 
after the date of publication of notice of filing thereof. 
The proposed rule change is substantively identical to 
respective proposals by the American Stock Ex- 
change, Inc. (“Amex”) and Philadelphia Stock Ex- 
change, Inc. (“PHLX”) which were published in the 
Federal Register' and subsequently approved by the 
Commission on September 14, 1977. The PSE 
proposal, like those of Amex and PHLX will help 
eliminate confusion which has previously existed as 
to when dually listed options would be restricted 
pursuant to the respective exchange rules restricting 
certain transactions in ‘“deep-out-of-the-money” 
options. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 





‘Notice of the Amex and PHLX proposals were given 
by publication in the Federal Register respectively at 
42 F.R. 29978 (June 10, 1977) and 42 F.R. 38035 
(July 26, 1977). No comments were received respect- 
ing these proposals other than from the exchanges 
concerned. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13993/September 26, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-77-29 


The Pacific Stock Exchange Incorporated submitted 
on September 16, 1977 a proposed rule change under 
Rule 19b-4 to eliminate the requirement that member 
organizations qualified to conduct a non-member 
customer business renew written customer authoriza- 
tions to maintain a discretionary account on an annual 
basis. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
26, 1977. In order to assisi the Commission to de- 
termine whether to approve the proposed rule change 
or institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-PSE-77-29. 


Copies of the submissions and of all written com- 
ments will be available for inspection at the Securities 
and Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13994/September 26, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PHLX-77-13 


The Philadelphia Stock Exchange, Inc. (“PHLX”) sub- 
mitted on September 16, 1977 a proposed rule change 
under Rule 19b-4 to amend PHLX Rule 1010 to provide 
that the Exchange may apply to the Commission for 
permission to strike from listing and registration any 
option series or class which is not exclusively traded 
on the PHLX if the Exchange determines that such 
action is in the interest of maintaining a fair and 
orderly market or for the protection of investors. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
26, 1977. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-PHLX-77-13. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Re- 
gulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13995/September 26, 1977 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGE BY MIDWEST STOCK EX- 
CHANGE, INCORPORATED 





4 
N 

















File No. SR-MSE-77-34 


Tne Midwest Stock Exchange, Incorporated submitted 
on September 1, 1977, a proposed rule change under 
Rule 19b-4 which establishes a new schedule of trans- 
action fees for Exchange option transactions. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities Ex- 
change Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the Com- 
mission may summarily abrogate such rule change if 
it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
26, 1977. Interested persons are invited to submit writ- 
ten data, views and arguments concerning the sub- 
mission within 30 days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSE-77-34. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, DC. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13996/September 27, 1977 


Admin. Proc. File No. 3-4822 
In the Matter of the Application of 
HIBBARD & O’CONNOR SECURITIES, INC., et al. 


1300 Main Street 
Houston, Texas 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION — 
REVIEW OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 
“Parking” Securities 


Failure to Comply with Customer Protection and 
Prompt Delivery Requirements 


Failure to Register Salesmen 
Payments to Employee of Another Firm 


Failure to Comply with Net Capital, Recordkeeping 
and Reporting Provisions 


Hypothecation of Customers’ Securities 


Where registered securities association’s findings that 
member of association “parked” securities to circum- 
vent net capital requirements, failed to register 
salesmen, made improper payments to employee of 
another member of association, and did not comply 
with certain recordkeeping, customer protection and 
prompt delivery of securities requirements were af- 
firmed, but its findings that member had failed to 
comply with net capital, reporting and other record- 
keeping requirements, and had improperly hypo- 
thecated customers’ securities were set aside, pro- 
ceedings remanded to association for the reassess- 
ment of sanctions. 


Practice and Procedure 
Uncharged Derelictions 
New Proceedings 


Where none of registered securities association’s 
findings of violations charged against officer of 
member firm were sustained, disciplinary action taken 
against officer set aside. But association is free to 
institute new proceedings based on the lack of candor 
which it found but which it had not charged. 


APPEARANCES: 
Richard F. Bergner, of Lykos, Bergner & Oberwetter, 
and Mahlon F. Frankhauser, of Kirkland, Ellis & Rowe, 


for Hibbard & O’Connor Securities, Inc., Philip S. 
Hibbard, Aubrey D. O’Connor and Oscar E. Collier. 
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Edward F. Butler, pro se. 


Saul C. Belz, of Burch, Porter & Johnson, 
Raymond J. Lenger. 


for 


Lloyd J. Derrickson, Andrew McR. Barnes and Peter 
Chepucavage, for the National Association of 
Securities Dealers, Inc. 


Hibbard & O’Connor Securities, Inc. (“HOS”), formerly 
a member firm of the National Association of 
Securities Dealers, Inc. (“NASD”), Oscar E. Collier, 
who was HOS’s vice president and assistant treasurer, 
and four other persons who were officials of HOS, 
appeal from NASD disciplinary action. The Associa- 
tion expelled HOS from membership and fined it 
$25,000. It barred Collier from association with any 
NASD member, fined him $10,000, censured him, and 
imposed various sanctions on the other applicants. ' 


HOS was headquartered in Houston, Texas, with 
branch offices in New York City and in Fort Lauder- 
dale, Florida. It was in the business of buying and 
selling corporate bonds. It was a wholly owned sub- 
sidiary of Hibbard, O’Connor & Weeks, Inc. (“HOW”), 
a firm that dealt for the most part in municipal bonds. 
During the relevant period HOW was not an NASD 
member. HOS and HOW were under common manage- 
ment, and shared the same facilities. 


Serious charges stem from the HOS-HOW expense- 
sharing arrangement. The combined operation’s joint 
expenses were borne by HOW. But a portion of those 
expenses was allocated to HOS. And HOS reimbursed 
HOW for its, HOS’s, share of the joint costs. It did so 
monthly. 


In October of 1974 the allocations that had previously 
been made were adjusted. HOS’s share of the joint ex- 
penses that had been incurred during the year was in- 
creased by $372,000. This meant that HOS now owed 
HOW $372,000. The NASD found that: 


(1) HOS’s failure to accrue the $372,000 in question 
while that sum was accumulating rendered all of its 
1974 trial balances false. 





‘It also assessed costs against the applicants and 
against another person who has not appealed to us. 
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(2) Had the accruals been made when they should 
have been made, HOS would have had a substantial 
net capital deficiency on July 31, 1974. 


But the decision to reallocate was not made until after 
the fiscal year had closed. Hence we do not see how 
the $372,000 in question could possibly have been 
accrued in HOS’s books during the fiscal year. Nor 
does the NASD cite any generally accepted account- 
ing principle that mandated the recasting of the 
figures derived during the year to give retrospective 
effect to the year-end adjustment. And we know of no 
such principle. Discerning no tenable basis for those 
of the Association’s findings that are based on the 
year-end adjustment, we set them aside. 


The NASD charged that Nicolas Precone, then a sales- 
man in HOS’s New York office, was permitted to 
certify falsely, in an application to become a 
registered principal, “that he was effectively 
registered with the state in which he expected to do 
business.” However, no such certification was made. 
As the applicant, Precone merely certified that his 
statements were “true and complete.” He also inad- 
vertently certified as a registered principal “that the 
applicant” would not undertake any act as a registered 
individual until the “registration of the applicant” was 
made effective by the state.? 


Since, as we have seen, neither certification contained 
any representation that Precone “was effectively 
registered with the state,” the NASD’s findings of 
violation cannot stand.? 


IV. 


The NASD found that HOS improperly hypothecated 
customers’ fully paid securities. But the picture that 





2a; P P 
Since Precone was seeking to become a registered 
principal, it is evident, we think, that he did not 
intend to represent himself as “a registered princi- 
pal.” Indeed, the NASD dismissed a related charge 
that Precone was permitted to certify falsely, in his 
application, that he was “a registered principal.” The 
dismissal rested on the NASD’s finding that there 
was “no intent” to deceive it. 


3Compare William J. Johnson, Securities Exchange 
Act Release No. 10859 (june 17, 1974), 4 SEC Docket 
469, 470; Jerome F. Tegeler, Securities Exchange Act 
Release No. 10747 (April 19, 1974), 4 SEC Docket 
127, 128. 























emerges from this record is far too murky to warrant 
adverse findings. Hence we set those findings aside 
for want’ of adequate evidentiary foundation. 


V. 


The NASD found that HOS sold some Capital First 
Corp. bonds to a bank for some $608,000, that the 
sale was coupled with an undertaking to repurchase 
the bonds, and that the entire transaction was there- 
fore an illicit attempt to circumvent our net capital 
rule. It also found that HOS’s balance sheet failed to 
report the sale of these securities “under a repurchase 
agreement.” 


On March 12, 1974, the NASD informed HOS that it 
had a net capital deficiency due to the presence in its 
inventory of the Capital bonds carried at over 
$600,000. ° Later that day, HOS advised the NASD that 
it had just sold the bonds to a bank. And, at the 
Association’s request,. HOS filed a March 12 balance 
sheet with it. The balance sheet reflected the sale of 
all the Capital bonds. 


HOS insists that a bona fide sale took place, and that 
it was not subject to a repurchase agreement of any 
kind. It contends that its president, who sold the 
bonds to Richard Green, an officer of the bank, merely 
agreed “to exert his best efforts to find some buyer for 
the bonds if Mr. Green later determined that the 
bonds were inappropriate for the bank’s portfolio.” In 
support of its position, HOS cites its president’s 
testimony in these proceedings and Green’s testimony 
in an investigation conducted by our staff. 


But the uncontroverted facts in the record lead us to 
view the transaction in the same light as the NASD 





4Rule 15c3-1 under the Securities Exchange Act. 
SRule 17a-3 under the Securities Exchange Act. 


SHOS was told that, since the NASD could not deter- 
mine the existence of a market for the bonds, the 
NASD could not consider them allowable assets for 
net capital purposes. See Goffe-Carkener-Blackford 
Securities Corporation, Securities Exchange Act 
Release No. 11690 (September 29, 1975), 7 SEC 
Docket 985, 986: “In the absence of a professional 
market for the stock, it could not be included as an 
asset for net capital purposes unless respondents 
could supply clear proof of its ready convertibility 
into cash.” 


did.’ On March 12, HOS was notified that the NASD 
wanted the firm to suspend operations until it could 
meet minimum net capital requirements. Later the 
same day, HOS “solid” the bonds in a desperate effort 
to remain in business.® The bank bought the bonds, 
not because it wanted them,° but as an “accommoda- 
tion.”'°On the bank’s records, the transaction was 


recorded as “bonds purchased under an agreement to 
resell.” 


True, Green testified in the investigation by our staff, 
that the sale to the bank was unconditional. And he 
further testified that he did not examine the 
prospectus covering the security until the day after 
the sale.'* But a national bank examiner testified in 
the same investigation that Green told him that the 
bonds “were purchased under a repurchase agreement 
with Hibbard and O’Connor,” and that he [Green] did 
not investigate the “quality” of these securities 
because he knew the bank “would have them for just a 
very short time, until a. . . purchaser could be found 
by Hibbard and O’Connor.” The uncontroverted 
evidence, which we have previously discussed, lends 
credence to the examiner’s testimony. And we think it 





’True, the bank paid HOS $608,000 and obtained de- 
livery of the bonds. But that does not alter the nature 
of the transaction. 


San HOS official stated that it effected the sale 
because “the NASD said get out of them today or we 
are going to shut your door.” He indicated that, had 
the NASD given HOS more time “to get out of them, 
[it] would have sold them to [various] customers.” 


°HOS’s president was a stockholder of the bank. The 
bank did a substantial amount of securities business 
with HOS’s parent, HOW. And HOW was “a good 
customer of the bank.” Moreover, the HOS-HOW 
complex rented offices in the bank building. 


Green testified in the investigation that this was the 
only transaction in which he bought corporate bonds 
from either HOS or HOW. 


“HOS asserts that the transaction was entered in the 
bank’s “Resale Agreements” account because the 
bank recorded the purchase from HOS after the 
bonds had been resold, and because the “Corporate 
Bonds” account was designed to record securities 
held for investment rather than those which were 
bought and sold within a short period. We find this 
explanation unpersuasive. 


'210S was a co-underwriter of the issue. 
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more plausible than Green’s.'* A banking official 


would not normally commit. $600,000 of his bank’s 
funds to purchase a_ security, without carefully 
examining the merits of the issue, unless he had been 
assured that the bank could dispose of it. Whether 
this assurance took the form of an explicit repurchase 
agreement or an informal understanding of the same 
character is of no moment for present purposes." 
What is clear is that HOS’s president “felt a very heavy 
moral responsibility to get the bonds out of [the] 
bank.” '® 


We conclude, as did the NASD, that the bonds were 
“parked” with the bank. We deal here with “a 
deceptive device [practiced upon a regulatory 
authority] to overstate the firm’s net capital position 
so as to enable the firm to continue to effect securi- 
ties transactions in ostensible compliance with the 
net capital rule.” '® It follows from what we have said 
that the NASD’s findings of “parking” and record- 
keeping violations must be affirmed.'’ 


Vi. 


The NASD found that HOS permitted two employees, 
Michael Martino and Stephen Rifkin, to effect securi- 
ties transactions and receive commission while not 
effectively registered with the Association. HOS 
admits the violation found with respect to Martino, 
and we affirm that finding. 


It is uncontroverted that between August 1973 and 
January 1974, Rifkin, although not registered with the 
NASD, received compensation based on HOS’s profits 
on corporate securities transactions in the account of 


his “major” customer. But HOS contends that these 
transactions were “fully executed” by Rifkin’s branch 
office manager, and that the payments to Rifkin, 
although linked to the transactions, actually 
represented compensation for his work in training 
sales personnel.'® Rifkin testified that he requested 
compensation for these transactions. He further testi- 
fied that the transactions were unsolicited, and that, 
when the customer called him for securities, he put 
his manager on the line and “a three-way conversa- 
tion” ensued. But the manager received none of the 
commission and, as Rifkin himself acknowledged, 
was merely interpositioned between Rifkin and the 
customer. '? 


We think it clear that Rifkin participated in the trans- 
actions. In any event, it is evident that his compensa- 
tion arrangement formulated by HOS was nothing but 
a sham to circumvent the NASD’s requirements. As 
HOS well knew, Rifkin was not registered with the 
NASD because he was subject to a statutory dis- 
qualification. 


We accordingly affirm the NASD’s findings of 
violation by HOS based on Rifkin’s activities. 


Vil. 


The NASD found, and HOS admits, that during the 
period from August 1973 to April 1974, HOS: 


(1) Permitted a customer to sell securities, in a 
number of transactions, in contravention of the As- 
sociation’s “Prompt Receipt and Delivery of Securi- 
ties” interpretation of Article Il, Section 1 of its Rules 





some two years after the transaction in question, 
Green became a senior officer of HOW. 


‘4whatever form it took, it was oral. 


Three days after it bought the bonds from HOS, the 
bank resold them at the same price to Mid-America 
Insurance Agency, Inc., another wholly-owned sub- 
sidiary of HOW, which acquired the bonds with the 
proceeds of a loan guaranteed by HOW. But this 
transaction did not retroactively convert the repur- 
chase arrangement between HOS and the bank into a 
transaction between the bank and Mid-America or 
HOW. 


‘Capital Securities Co., 43 S.E.C. 758, 760 (1968). 


"Compare United States v. Hart, 551 F.2d 738 (C.A. 
6, 1977. 
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'8Rifkin was then a salesman in the Fort Lauderdale 
branch office. According to HOS, Rifkin’s selling 
activities there were confined to “exempt securities.” 
This contention, however, ignores the realities of the 
situation. 

'9 In S. H. Rifkin & Co., Inc., Securities Exchange 
Act Release No. 7252 (March 2, 1964), we found 
Rifkin a cause of our order revoking his firm’s broker- 
dealer registration. Our action was based on findings 
that Rifkin unlawfully offered and sold unregistered 
stock and, in connection therewith, “made false and 
misleading representations,” and that his firm’s 
application for registration as a broker-dealer con- 
tained a false financial statement. 


In October of 1973, HOS filed an application with the 
NASD for continuance in membership with Rifkin as 
a registered representative. 

















@ 








of Fair Practice;?°and 


(2) Failed to disburse all customers’ funds through 
the “Special Account for the Exclusive Benefit of 
Customers” as required by the exemption claimed by 
HOS under paragraph (k)(2) of Rule 15c3-3 under the 
Securities Exchange Act.”' 


Since HOS concedes that these findings are correct, 
we affirm them. 


Vill. 


It is uncontroverted that during the period from Sep- 
tember 1973 to March 1974, HOS paid some $3,300 to 
John Hamilton, an employee of another NASD 
member, without the knowledge or consent of 
Hamilton’s employer. The NASD found these pay- 
ments improper.” 7 





20The interpretation proscribes the execution of a 
customer’s order to sell unless (1) the member has 
possession of the security, (2) the customer is long 
in his account with the member, (3) the member 
receives reasonable assurance from the customer 
that the security will be delivered to it in good 
deliverable form within five business days of the exe- 
cution of the order, or (4) the security is on deposit 
in good deliverable form with a member of the NASD 
or a national securities exchange, a_ registered 
broker-dealer, or any organization subject to banking 
regulations, and such depository has been instructed 
to deliver the security against payment. 


2'That paragraph provides in pertinent part: 


“The provisions of this section shall not be appli- 
cable to a broker or dealer: 


“(i) Who carries no margin accounts, promptly 
transmits all customer funds and delivers all securi- 
ties received in connection with his activities as a 
broker or dealer, does not otherwise hold funds or 
securities for, or owe money or securities to, 
customers and effectuates all financial transactions 
between the broker or dealer and his customers 
through one or more bank accounts, each to be 
designated as ‘Special Account for the Exclusive 
Benefit of Customers of (name of the broker or 
dealer)’***.” 


2article Ill, Section 10 of the NASD’s Rules of Fair 
Practice prohibits payments to another person’s 
employee which are “in relation to the business of 
the [recipient’s] employer” without the latter’s prior 
consent. 


HOS admits that in fact the money it paid Hamilton 
went to him because he had referred business to 
HOS. However, HOS insists that it did not know that 
at the time. It claims to have been deceived by Rifkin, 
who was then the manager of its New York office. 
HOS’s president is said to have been told that the 
payments were really designed to compensate one 
Joseph Koenig, Hamilton’s grandfather, for invest- 
ment advisory services rendered by Koenig, and that 
the checks should be drawn to Hamilton’s order “to 
make it easier.” HOS also claims that its president 
was not told that Hamilton was employed by another 
NASD member. But Rifkin testified that he told HOS’s 
president the truth about the payments and 
Hamilton’s employment.”> Moreover, the fact that 
Hamilton was employed by another NASD member 
was common knowledge in HOS’s New York office. 
That fact was also known to HOS’s controller who as 
located in the firm’s Houston headquarters and who 
co-signed the checks payable to Hamilton. And HOS 
admits that a number of “trades . . . were marked... 
pay one-eighth advisory fee to John Hamilton.” 


We agree with the NASD that for present purposes “it 
is irrelevant whether [HOS was] misled by Rifkin.” 
HOS’s president testified that his firm was paying 
Koenig for advisory services. But he admitted that he 
had “no idea” what services Koenig actually per- 
formed. And he further admitted that he knew neither 
Koenig nor Hamilton. Finally, he claims to have been 
told to pay Koenig with checks issued to Hamilton. 
Under all the circumstances, we conclude, as did the 
NASD, that HOS should have “made further inquiry as 
to the nature of the payments, as well as the identity 
of the recipient.” We accordingly affirm the NASD’s 
findings of violation. 


IX. 


The NASD District Committee which heard the case 
fined Collier $2,000 and censured him. After a hearing 
before the Association’s Board of Governors, it raised 
the fine to $10,000 and barred Collier from association 
with any NASD member. The Board did that because 
it found that Collier tried to cover up the improper 
payments to Hamilton and to “inhibit a full [NASD] 
investigation” of them. 


But Collier was never charged with participation in the 
Hamilton affair. The charges against him related 
solely to his alleged role in certain net capital and 





3aithough Rifkin could not recall whether he spoke 
with the president or treasurer of HOS, the president 
acknowledged that the conversation was with him. 
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hypothecation violations and to his part in the prepa- 
ration of some assertedly false trial balances. The 
Association’s findings with respect to those charges 
were adverse to Collier. 


On this appeal the Association argues that “Collier's 
lack of candor concerning the allegations in which he 
was not a named party” warrants the imposition of 
substantial sanctions for the three violations in which 
he was found to have participated. However, we have 
set all three of those violations aside. Since there 
were no violations in those areas, no findings adverse 
to Collier can be predicated on them. And since 
Collier was never charged with attempting to obstruct 
the Association’s inquiry into the firm’s payments to 
Hamilton, that alleged obstruction is also incapable of 
serving as a basis for adverse findings. Hence the 
sanctions against Collier cannot stand. 


Our reversal of the Association’s action as to Collier is 
without prejudice, however, to the institution of new 
NASD proceedings against Collier based on his 
alleged efforts to cover up the misconduct stemming 
from the payments to Hamilton and on Collier’s al- 
leged attempts to frustrate the NASD’s investigation 
of the Hamilton affair. 


X. 


The other applicants argue that the sanctions imposed 
by the NASD are excessive. Various mitigating factors 
are stressed. 


We have set aside a substantial number of the NASD’s 
findings. That mandates a re-examination of the 
sanctions which the NASD imposed on all of the 
applicants other than Collier. Such re-examination 
should be made by the NASD, not by us.”* In that 
connection the NASD will have to make a careful 
reassessment of the nature and extent of each 
individual applicant’s involvement in each of the viola- 
tions >that we have sustained.” 





24Compare First Philadelphia Corporation, Securities 
Exchange Act Release No. 13194 (January 21, 1977), 
11 SEC Docket 1549, 1551. 


25Of course, this statement is inapplicable to Collier. 


The record with respect to the responsibility of the 
various individuals involved is not as clear as it 
should be. 


26Clarity in these matters is essential. See Buchman 
v. S.E.C., 553 F.2d 816, 823-824 (April 20, 1977), 
reversing our decision in Shaskan & Co., Inc., 
Securities Exchange Act Release No. 12492 (May 28, 
1976), 9 SEC Docket 775. 
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Xl. 


An appropriate order will issue.”’ 


By the Commission (Chairman WILLIAMS and Com- 
missioners LOOMIS, EVANS and POLLACK). 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13996/September 27, 1977 


Admin. Proc. File No. 3-4822 
In the Matter of the Application of 


HIBBARD & O’CONNOR SECURITIES, INC. et al. 
1300 Main Street 
Houston, Texas 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER SETTING ASIDE REMEDIAL ACTION AND 2 
REMANDING PROCEEDINGS TO REGISTERED 
SECURITIES ASSOCIATION 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that the disciplinary action taken by the 
National Association of Securities Dealers, Inc. 
against Oscar E. Collier be, and it hereby is, set 
aside; and it is further 


ORDERED that the assessment of costs against Oscar 
E. Collier be, and it hereby is, set aside; and it is 
further 


ORDERED that these proceedings against Hibbard & 
O’Connor Securities, Inc., Philip S. Hibbard, Aubrey 
D. O’Connor, Raymond J. Lenger and Edward F. 
Butler be, and they hereby are, remanded to the Board 
of Governor of the National Association of Securities 





2’The parties’ requests for permission to supplement 
the record with documentary evidence are granted. 


Certain contentions have not been treated explicitly. 
This does not mean that we have overlooked them. 
All points presented have been fully considered. 
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Dealers, Inc. for further action in accordance with 
such opinion. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-13997/September 27, 1977 


COMMISSION ORDERS HEARING ON SECTION 12(h) 
APPLICATION 


Lakelands Racing Association, Inc. (the “Applicant”) 
has made application for exemption under Section 
12(h) of the Securities Exchange Act of 1934 (the 
“Act”) from the provisions of Section 12(g) of the Act. 


According to information filed with the Commission, 
the Applicant, which was organized pursuant to the 
laws of Pennsylvania, first became obligated to 
register under the Act as of October 31, 1976 when its 
total assets exceeded $1,000,000 and its Class A com- 
mon stock was held by 524 stockholders. 


The Applicant contends that the requested exemption 
should be granted because it only has a few more 
shareholders than 500; there has been no significant 
trading in the stock for the past several years; 
financial information is provided to shareholders; and 
the preparation and filing of a registration statement 
under Section 12(g) and compliance with the proxy 
rules and the reporting requirements of the Act would 
involve substantial costs. 


The Commission has ordered that a hearing to de- 
termine whether the application should be granted or 
denied be held on November 16, 1977 at 10:00 a.m. at 
the offices of the Securities and Exchange Commis- 
sion, Room 2416, 1100 L Street, N.W., Washington, 
D.C. Any person desiring to be heard is directed to 
file with the Secretary of the Commission his request 
as provided by Rule 9(c) of the Commission’s Rules of 
Practice, setting forth any issues of fact or law which 
he desires to controvert and/or setting forth any ad- 
ditional issues which he feels should be considered. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13998/September 27, 1977 


NOTICE OF EFFECTIVENESS OF PROPOSED RULE 
CHANGES BY THE MIDWEST CLEARING CORPORA- 
TION AND THE MIDWEST SECURITIES TRUST 
COMPANY 


(File No. SR-MCC-77-5 and MSTC-77-10) 


The Midwest Clearing Corporation and the Midwest 
Securities Trust Company submitted on September 
12, 1977, proposed rule changes amending their fee 
schedules. 


The foregoing rule changes became effective pursuant 
to Section 19(b)(3) of the Securities Exchange Act of 
1934 and Rule 19b-4 thereunder. At any time within 
sixty days of the filing of such proposed rule changes, 
the Commission may summarily abrogate the rule 
changes if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities Ex- 
change Act of 1934. 


Publication of the submissions is expected to be 
made in the Federal Register during the week of 
October 3, 1977. Interested persons are invited to 
submit written data, views and arguments concerning 
the submissions within twenty-one days from the date 
of publication in the Federal Register. Persons de- 
siring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File Nos. SR-MCC-77-5 and SR- 
MSTC-77-10. 


Copies of the submissions, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filings will also 
be available at the principal office of the above- 
mentioned self-regulatory organizations. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13999/September 27, 1977 


An order has been issued granting an application by 
H.W. Rickel & Company, Inc. to withdraw its common 
stock, $2.00 par value, from listing and registration on 
the Boston Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14000/September 27, 1977 


An order has been issued granting an application by 
Love Oil Company, Inc. to withdraw its common 
stock, $.10 par value, from listing and registration on 
the Intermountain Stock Exchange. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14001/September 27, 1977 


An order has been issued granting an application by 
Wyle Laboratories to withdraw its common stock, no 
par value, and 5-1/4% Convertible Subordinated De- 
bentures from listing and registration on the American 
Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14002/September 27, 1977 


RULES OF SELF-REGULATORY ORGANIZATIONS 
Introduction 
The Securities and Exchange Commission announced 


today that it has sent letters giving further notice’ pur- 
suant to Section 31(b) of the Securities Acts Amend- 





"The text of the previous notice appears in Securi- 
ties Exchange Act Release No. 13027 (Dec. 1, 1976), 
41 FR53557 (1976). 
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ments of 1975 (the “1975 Amendments”)* to certain 
self-regulatory organizations® whose rules affecting 
the processing of securities transactions appear not 
to be consistent with Sections 6(b), 11A(c)(5), 15A(b), 
and 17A(a)(2) of the Securities Exchange Act of 1934 
(the “Act”). 


Background 


On December 1, 1976, the Commission gave written 
notice to the national securities exchanges and the 
NASD concerning their rules which appeared not to 
comply with the Act as amended by the 1975 Amend- 
ments.’ In that notice, the Commission requested 
each exchange and the NASD to make a preliminary 
written presentation to the Commission setting forth, 
with respect to all rules which were the subject of the 
notice, (i) the proposed amendments to the organiza- 
tion’s rules which it intended to file, and (ii) as to 
those rules which it believed to be in compliance with 
the Act, and explanation of the basis upon which the 
organization concluded that no further action by it 
was necessary. Included in that notice were citations 
to those rules which affect the processing of 
securities transactions (‘Transaction completion 
rules”) and which appeared not to comply with 
Sections 6(b), 11A(c)(5), 15A(b), and 17A(a)(2) of the 
Act. 


In accordance with the Commission’s request, a 
number of the transaction completion rules cited in 
the notice have been amended to conform to the Act. 
To date, however, the majority of the transaction com- 
pletion rules cited in the Commission’s notice have 
not been the subject of proposed rule changes. 


Pursuant to Section 31(b) of the 1975 Amendments, 
after the one hundred and eightieth day following 
receipt of notice specifying the respects in which an 





?Pub. L. No. 914-29, 89 Stat. 97 (1975). 


3Notice has been given to the American Stock Ex- 
change, Inc., Boston Stock Exchange, Inc., Chicago 
Board Options Exchange, Inc., Intermountain Stock 
Exchange, Inc., Midwest Stock Exchange, Inc., 
National Association of Securities Dealers, Inc. (the 
“NASD”), New York Stock Exchange, Inc., Pacific 
Stock Exchange, Inc., and Philadelphia Stock Ex- 
change, Inc. 


4An earlier notice, sent only to exchanges, con- 
cerned their rules governing membership and associ- 
ation with members. Securities Exchange Act Re- 
lease No. 12157 (March 2, 1976), 41 FR 10662 (1976). 
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exchange or the NASD is not in compliance with the 
Act, the Commission may, by order, suspend the 
registration, or impose limitations on the activities, 
functions and operations, of the exchange or the 
NASD if the Commission finds, after further notice 
and opportunity for hearing, that the organization or 
rules of the exchange or the NASD do not conform to 
the Act. Having initially given notice to the self- 
regulators on December 1, 1976, the Commission 
today is giving that further notice and opportunity for 
hearing in accordance with Section 31(b). 


The action taken today is intended to speed elimina- 
tion of the adverse effects which the transaction com- 
pletion rules have had on the development of a na- 
tional clearance and settlement system. Further 
notice is not being given at this time with respect to 
the other rules cited in the December 1, 1976 notice. 
They will be the subject of an interim statement, 
intended to facilitate additional consideration of the 
issues they present, before any further Commission 
action as to those rules is taken pursuant to Section 
31(b) of the 1975 Amendments. 


Discussion 


The 1975 Amendments expanded and amended the 
Act to provide for the establishment of a safe, 
efficient, and modern national clearance and settle- 
ment system. Toward this goal, Section 17A(a)(2) 
directs the Commission “to use its authority under 
[the Act] to facilitate the establishment of a national 
system for the prompt and accurate clearance and 
settlement of transactions in securities ...” having 
due regard for, among other things, the maintenance 
of fair competition among brokers and dealers and 
clearing agencies. In furtherance of this mandate, 
Section 11A(c)(5) of the Act stipulates that “[njo 
national securities exchange or registered securities 
association may limit or condition the participation of 
any member in any registered clearing agency.” 


In addition, Sections 6(b)(5) and 15A(b)(6) of the Act 
require that the rules of a national securities exchange 
and those of a national securities association be de- 
signed “to foster cooperation and coordination with 
persons engaged in regulating, clearing, settling... 
and facilitating transactions in securities . . . and are 
not designed to regulate by virtue of any authority 
conferred by [the Act] matters not related to the pur- 
poses of [the Act] or the administration of the 
exchange [or the association].” Sections 6(b)(8) and 
15A(b)(9) of the Act prohibit the rules of national 
securities exchanges and associations from imposing 
any burden on competition not necessary or 
appropriate in furtherance of the purposes of the Act. 


In order to implement those directives, the Com- 
mission has sought, pursuant to Section 31(b) of the 
1975 Amendments, to obtain the amendment or repeal 
of those rules of the exchanges and the NASD which 
have retarded the development of a national clearing 
and settlement system.” The combined effect of the 
restrictive transaction completion rules cited in the 
current Section 31(b) proceeding “has been to impede 
competition between brokers and dealers located 
outside major financial centers and virtually to 
preclude competition between clearing corporations 
for the business of clearing and settling transactions 
compared by other clearing corporations.” ® 


In particular, the Commission is seeking the amend- 
ment or repeal of those rules which, by subjecting the 
members of self-regulatory organizations to the 
by-law and rule requirements of affiliated clearing 
agencies, have precluded members from electing to 
process securities transactions through other 
registered clearing agencies. The Commission be- 
lieves that elimination of the restrictive effects of 
those rules, which have continued long past the one 
hundred and eightieth day following the Commis- 
sion’s December 1, 1976 notice, is essential to the de- 
velopment of a national clearing and settlement 
system which has the efficiencies and competitive 
characteristics envisioned by the Act and sought to be 
achieved through the Commission’s grant of registra- 
tion as a clearing agency to the National Securities 
Clearing Corporation ’and through the Commission’s 
current consideration of proposed standards for the 
registration of clearing agencies. 


Requested Action by Self-Regulatory Organizations 


In the notices sent today, the Commission has re- 
quested the self-regulatory organizations to review 
carefully the transaction completion rules identified 





°The discussion of the national securities exchanges’ 
and the registered securities association’s rules 
contained in the Commission’s notices describes 
their purported effect and is not intended to suggest 
that they would currently be legally binding on the 
respective members to the extent the rules described 
do not comply with the Act. 


SSecurities Exchange Act Release No. 13163 (Jan. 
13, 1977), 42 FR 3916 (1977). 


7Securities Exchange Act Release No. 13163. 


8Securities Exchange Act Release No. 13584 (June 1, 
1977), 42 FR 30066 (1977). 
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as not consistent with the Act. Thereafter, within 45 
days of the date of the letters, the self-regulatory 
organizations are requested either to file, pursuant to 
Rule 19b-4 under the Act, proposed rule changes 
amending, to comply with the Act, or repealing, the 
rules cited in the notice or to submit written data, 
views and arguments explaining why the Commission 
should find the cited rules are in compliance with the 
Act.° Following the expiration of the 45-day period, 
the Commission will consider the filings made 
pursuant to Rule 19b-4 under the Act and any data, 
views or arguments submitted in determining whether 
further action is necessary pursuant to Section 31(b) 
of the 1975 Amendments. 


Copies of the letters sent today and of all related 
written materials submitted by the self-regulators in 
this proceeding will be available for inspection and 
copying in the Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14003/September 28, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5870/September 28, 1977 








*Several of the notices sent today identify transac- 
tion completion rules that were not included in the 
Commission’s December 1, 1976 notice. As is evident 
in the notices, the additional rules are integrally re- 
lated to the transaction completion rules previously 
identified. In order to expedite and simplify the 
self-regulators’ and the Commission’s consideration 
of those rules, the Commission is requesting that the 
self-regulators take action simultaneously with re- 
spect to both groups of rules. Should the self-regu- 
lators be unable to accede to the Commission’s re- 
quest, the Commission will proceed through other 
means, including Section 19(c) of the Act, to 
conform the additional rules to the Act or take such 
other action, including proceedings pursuant to 
Section 19(h) of the Act, as may appear warranted. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14004/September 29, 1977 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, NW 

Washington, DC 20006 


(File No. SR-NASD-77-12) 


ORDER APPROVING PROPOSED RULE CHANGE 


On August 24, 1977, the National Association of 
Securities Dealers, Inc. (“NASD”) filed with the Com- 
mission, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change (the 
“Proposal”) to codify the authority of the NASD Board 
of Governors, subject to Commission approval, to 
refund NASDAQ charges to subscribers. 


Notice of the Proposal, together with the terms of 
substance thereof, was given by publication of a Com- 
mission Release (Securities Exchange Act Release 
No. 13895, August 26, 1977) and by publication in the 
Federal Register (42 Fed. Reg. 44858, September 7, 
1977). 


The Commission finds that the Proposal is consistent 
with the requirements of the Act and the rules and 
regulations thereunder applicable to the NASD, and, 
in particular, the requirements of Section 15A of the 
Act and the rules and regulations thereunder. Further, 
the Commission finds good cause for approving the 
Proposal prior to the thirtieth day after the date of 
publication of notice of filing thereof. Such approval 
is a prerequisite to Commission approval of a related 
submission (File No. SR-NASD-77-14) in which the 
NASD proposed to make a specific refund to NASDAQ 
Level 1, 2 and 3 subscribers based on NASDAQ 
billings for the fiscal year ending September 30, 1977. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the Proposal be, and it hereby 
is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 














SECURITIES EXCHANGE ACT OF 1934 
Release No. 14005/September 29, 1977 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, NW 

Washington, DC 20006 


(File No. SR-NASD-77-14) 


ORDER APPROVING PROPOSED RULE CHANGE 


On August 23, 1977, the National Association of 
Securities Dealers, Inc. (“NASD”) filed with the Com- 
mission, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the “Act”) and Rule 19b-4 
thereunder, copies of a proposal (the “Proposal”) to 
refund, on a pro-rata basis, $1,000,000 to NASDAQ 
subscribers. The refund, which arises from a revision 
of the previously approved rate level for fiscal year 
1977 (ending September 30, 1977), will be made by 
NASDAQ, Inc., a wholly-owned subsidiary of the 
NASD which owns and operates the NASDAQ system, 
and will be payable to NASDAQ Level 1, 2 and 3 sub- 
scribers based on NASDAQ billings for that fiscal 
year. 


Notice of the Proposal, together with the terms of 
substance thereof, was given by publication of a Com- 
mission Release (Securities Exchange Act Release 
No. 13896, August 26, 1977) and by publication in the 
Federal Register (42 Fed. Reg. 44859, September 7, 
1977). 


The Commission finds that the Proposal is consistent 
with the requirements of the Act and the applicable 
rules and regulations thereunder, and, in particular, 
the requirements of Section 15A of the Act and the 
rules and regulations thereunder. In making that 
finding, the Commission has relied on the NASD’s re- 
presentation that it and NASDAQ, Inc. expect to have 
sufficient assets, independent of the amount included 
in the refund, to meet reasonably foreseeable 
expenses in connection with possible modifications 
or expansion of the NASDAQ system and fulfillment 
of self-regulatory obligations. 


Further, the Commission finds good cause for 
approving the Proposal prior to the thirtieth day after 
publication of notice of filing thereof. Such approval 
would facilitate prompt payment of the refund. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the Proposal be, and it hereby 
is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14006/September 29, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5872/September 29, 1977 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20187/September 23, 1977 


In the Matter of 


NORTHEAST UTILITIES 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


THE ROCKY RIVER REALTY COMPANY 
P.O. Box 270 
Hartford, Connecticut 06101 


THE CONNECTICUT LIGHT AND POWER COMPANY 
P.O. Box 2010 
Hartford, Connecticut 06101 


(70-4537) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
QUESTING EXTENSION OF TIME FOR THE 
ISSUANCE AND SALE OF NOTES TO HOLDING 
COMPANY 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(“Northeast”), a registered holding company, The 
Rocky River Realty Company (“Rocky River’), its non- 
utility subsidiary, and the Connecticut Light and 
Power Company, an electric utility subsidiary 
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company of Northeast, have filed with this Commis- 
sion a fourth post-effective amendment to the applica- 
tion-declaration in this proceeding pursuant to 
Sections 6(a), 7, 9(a), and 10 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed transactions. All interested 
persons are referred to said post-effective amend- 
ment, which is summarized below, for a complete 
statement of the proposed transactions. 


By order in this proceeding dated October 24, 1967 
(HCAR No. 15884), Rocky River was authorized to 
engage in the business of acquiring, maintaining, and 
disposing of real property in connection with the 
utility operations of the operating companies of the 
Northeast holding-company system. Said order of 
October 24, 1967, as amended by supplemental orders 
of the Commission dated December 21, 1970, and 
October 27, 1972 (HCAR Nos. 16941 and 17740) also 
authorized Rocky River to issue and sell to Northeast 
until October 24, 1977, and Northeast was authorized 
to acquire, up to $10,000,000 aggregate principal 
amount of Rocky River’s long-term unsecured notes 
(“Notes”) to finance such real estate activities. It was 
provided that, since Rocky River’s capital require- 
ments vary from time to time, Rocky River could in its 
discretion pay out of capital Notes theretofore issued 
and thereafter issue and sell to Northeast, and 
Northeast could acquire, additional Notes in adjusting 
the amount of Notes outstanding to Rocky River’s 
capital requirements. 


By post-effective amendment, it is now proposed that 
the authorization regarding said Notes be extended for 
a five-year period expiring October 24, 1982. 


The fees and expenses to be incurred in connection 
with the proposed extension are estimated at $2,500. 
It is stated that no State or Federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 20, 1977, request 
in writing that a hearing be held with respect to said 
post-effective amendment to the application-declara- 
tion, stating the nature of his interests, the reasons 
for such request, and the issues of fact or law raised 
by said post-effective amendment which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
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time after said date, the application-declaration, as 
now amended or as it may be further amended, may 
be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20188/September 26, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5868/September 26, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20189/September 26, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5869/September 26, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20190/September 28, 1977 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 30303 














@ 
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(70-6034) 


ORDER AUTHORIZING ACQUISITION OF UTILITY 
ASSETS BY OPERATING SUBSIDIARY 


Georgia Power Company (“Georgia”), a wholly-owned 
subsdidiary of The Southern Company (“Southern”), a 
registered holding company, has filed an application- 
declaration and an amendment thereto with this Com- 
mission pursuant to Sections 9(a)(1) and 10 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transaction: 


Georgia proposes to purchase from Savannah Electric 
and Power Company (“Savannah”), a corporation 
organized and existing under the laws of the State of 
Georgia, a certain 115KV transmission line located in 
Bryan County, Georgia. The transmission line is 
approximately 14 miles long and interconnects the 
systems of Georgia and Savannah. The purchase price 
is stated to be $334,598.77 in cash and said price is 
stated to represent the trended original cost less de- 
preciation of the depreciable portion of such property 
and the current replacement cost of the land and other 
non-depricable portion of such property. 


Georgia states that the proposed purchase will change 
the point of division of ownership of the line between 
Georgia and Savannah. George further states that it 
believes that the line can be best maintained and 
operated by changing such point and that it expects 
to maintain and operate the transmission line in 
essentiaily the same manner and for essentially the 
same purposes as theretofore maintained and 
operated by Savannah. 


It is stated that no State commission or Federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed acquisition. The fees and expenses 
to be paid or incurred, directly or indirectly, in con- 
nection with the proposed transaction are estimated 
to be $6,500. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20127), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration as amended be granted and permitted to 
become effective. 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 


and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9943/September 23, 1977 


In the Matter of 


FORD INTERNATIONAL CAPITAL CORPORATION 
The American Road 
Dearborn, Michigan 48121 


(812-4184) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) AND RULE 6c-1(c)(2) FOR ORDER AMENDING A 
PRIOR ORDER OF THE COMMISSION GRANTING AN 
EXEMPTION UNDER SECTION 6(c) 


NOTICE IS HEREBY GIVEN that Ford International 
Capital Corporation (“Applicant”), a wholly-owned 
finance subsidiary of Ford Motor Company (“Ford”), 
has filed an application on September 2, 1977 and an 
amendment thereto on September 16, 1977, pursuant 
to Section 6(c) of the Investment Company Act of 
1940 (“Act”) and Rule 6c-1(c)(2) thereunder for an 
order amending an order of the Commission dated 
November 14, 1969 and published as Release No. 
1C-5886 (the “1969 Order”) to permit the Applicant to 
issue certain debt securities to purchasers in foreign 
countries. All interested persons are referred to the 
application and amendment thereto on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant, a Delaware corporation, was formed by 
Ford in 1968 primarily to raise funds abroad for Ford’s 
foreign operations. The 1969 Order under Section 6(c) 
of the Act exempted the Applicant from all provisions 
of the Act subject to the condition that it not issue, 
subsequent to the offer and sale of certain of its 
guaranteed debentures, without further order of the 
Commission, any securities (except to its parent or to 
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a subsidiary of the parent company which is not an 
investment company) in the event that the United 
States Interest Equalization Tax (“IET’) was not 
reenacted or was reenacted and expired, was repealed 
or the rate thereof was reduced to zero and was not 
replaced by a comparable tax. 


It is proposed that the Applicant be permitted to issue 
for offer and sale to purchasers in foreign countries 
its unsecured promissory notes in the aggregate 
principal amount of $25 million (the “1977 Notes”). 
Payment of principal of and interest on these notes 
would be guaranteed by Ford. The notes would not be 
offered or sold directly or indirectly in the United 
States or to a United States Person or to any person 
purchasing any note for resale to, or for the benefit of, 
or for the account of, any United States Person. The 
term “United States” means the United States of 
America and includes its territories, its possessions 
and all areas subject to its jurisdiction; and the term 
“United States Person” means any person who is a 
national, citizen or resident of, or a person normally 
resident in, the United States, including any corpora- 
tion or other entity organized under the laws of the 
United States or any political subdivision thereof. 


Applicant states that the 1977 Notes will not be 
subject to the IET at a rate greater than zero or any 
other tax providing a comparable deterrent to the 
pruchase of the 1977 Notes by United States Persons. 
Therefore, the Applicant seeks a Commission order 
amending the 1969 Order to permit the Applicant to 
issue the 1977 Notes. 


Applicant represents that it should be permitted to 
proceed with the issuance of the 1977 Notes for, 
among others, the following reasons: 


(1) A significant effect of the Applicant’s operations 
is to assist in improving the balance of payments 
position of the United States by obtaining funds for 
foreign operations in foreign countries. 


(2) It is asserted that it is unlikely that United States 
Persons would be interested in investing in the 1977 
Notes because (a) the coupon rate on the 1977 Notes 
would probably not be attractive to investors when 
compared to interest rates available on similar quality 
and denomination notes in the United States, (b) the 
restrictions on purchase and sale will make acquisi- 
tion of the 1977 Notes by United States Persons 
difficult, and (c) the large minimum denomination and 
the lack of a listing on any securities exchange will 
discourage a secondary market in the 1977 Notes. 


(3) The payment of the principal of an interest on the 
Notes is guaranteed by Ford and does not depend on 
the operations or investment policy of the Applicant, 
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because the holders of the 1977 Notes are entitled 
ultimately to look to the business of Ford for 
assurance of repayment. Accordingly, it is asserted 
that the public policy that led to the enactment of the 
Act is not applicable to the Applicant, nor do the 
security holders of the Applicant require the 
protections afforded by the Act. 


In addition, the Applicant has agreed that an order 
amending the 1969 Order to provide that the Applicant 
may issue the 1977 Notes may be issued subject to 
the conditions (i) that the Applicant comply with all of 
the requirements of paragraph (b) of Rule 6c-1 and (ii) 
that the Applicant will not issue, subsequent to the 
offering and sale of the 1977 Notes, any additional 
securities (except to Ford or a subsidiary of Ford 
which is not an investment company) without a 
further order of the Commission; provided, however, 
that in the event that (i) the Applicant becomes 
exempt from each and every provision of the Act pur- 
suant to Rule 6c-1 under the Act or (ii) the 
Commission adopts, amends, or interprets a Rule 
under the Act which would exempt the Applicant from 
each and every provision of the Act, nothing 
contained in the order requested by the application, or 
the conditions to which it may be subject, shall 
preclude the Applicant from being exempt from the 
Act by virtue solely of the applicability of said Rule or 
interpretation. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security, or transaction, or any 
class or classes of persons, securities or transactions 
from any provisions of the Act and the rules and 
regulations thereunder if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 14, 1977 at 5:30 
p.m. submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address set forth above. Proof 
of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be 
issued as of course following said date unless the 
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Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9944/September 26, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5868/September 26, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9945/September 26, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5869/September 26, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9946/September 26, 1977 


In the Matter of 

GROMAN MORTUARIES, INC. 
830 West Washington Boulevard 
Los Angeles, California 90015 


(812-4091) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EX- 
EMPTING APPLICANT FROM ALL THE PROVISIONS 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Groman Mortuaries, 
Inc. (“Applicant”), a California corporation, filed an 
application on February 14, 1977, and amendments 
thereto on April 21, 1977, and June 10, 1977, for an 
order, pursuant to Section 6(c) of the Investment 
Company Act of 1940 (“Act”), exempting Applicant 
from all the provisions of the Act and the rules and 
regulations thereunder in connection with the 
completion of installment sales of certain debentures 
issued by Applicant under existing subscription 
agreements and for so long as applicant has out- 
standing certain debentures which were sold on an in- 
stallment basis. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant, a wholly-owned subsidiary of Hargrom 
Services Corp., and its predecessors and affiliates 
have been engaged principally in the mortuary and 
funeral related business since 1914, and Applicant 
currently operates two mortuaries in Los Angeles, 
California. Applicant represents that, since July 1, 
1960, it has offered to California residents debentures 
which may be converted into services upon the death 
of the owner or any person he may designate, or may 
be redeemed at maturity for face value. Applicant 
states that a purchaser of its debentures ordinarily 
purchases a debenture the principal amount of which 
covers the price of the services and products that he 
desires to be provided at his funeral. 


According to the application, the debentures most 
recently offered and sold bear interest at 4 1/2% 
payable annually, mature in 20 years, and may be 
purchased pursuant to a subscription agreement by a 
single lump sum payment or by a.10% cash down 
payment with the balance of the purchase price 
payable in not more than 36 additional payments (the 
debentures sold on the installments basis are herein- 
after referred to as the “Debentures”). It is submitted 
that each payment received toward the purchase of a 
Debenture is placed into the Groman Accumulation 
Trust (“Trust”) and a Debenture is purchased and 
issued only when all of the payments have been re- 
ceived. Applicants assert that a purchaser can revoke 
the Trust arrangement at any time and receive the full 
amount of prior payments with interest less a Trust 
administrative cancellation charge of 10% of the prior 
payments. If a purchaser is willing to allow the 4 
1/2% interest on a fully paid Debenture to 
accumulate, Applicant will guarantee the price of the 
funeral package chosen by the purchaser and 
represented by the face amount of the Debenture is 
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surrendered for cancellation. Applicant states that it 
maintains a sinking fund, the proceeds of which are 
used to pay off the Debentures at maturity and that 
the sinking funds requirements historically have been 
met through conversions of Debentures into services. 
Applicant asserts that it has never defaulted on any of 
its Debenture obligations. 


On January 5, 1976, the Commission announced its 
decision in In the Matter of International Funeral 
Services of California, Inc. (“International”) (Invest- 
ment Company Act Release No. 9112), in which it 
found that installment sales of pre-need funeral 
services debentures of the type issued by Applicant 
constitute the issuance of face-amount certificates of 
the installment type requiring the issuer to be 
registered under and to comply with the provisions of 
the Act. 


Section 3(a)(2) of the Act defines ‘‘investment 
company” to mean an issuer which is engaged or 
proposes to engage in the business of issuing face 
amount certificates of the installment type, or which 
has been engaged in such business and has any such 
certificates outstanding. 


Section 2(a)(15) of the Act defines “face-amount 
certificate” to include “any ...security which 
represents an obligaticn of its issuer to pay a stated 
or determinable sum at a fixed or determinable date 
more than twenty-four months after the date of 
issuance, in consideration of the payment of periodic 
installments of a stated or determinable amount 
(which security shall be known as a face-amount 
certificate of the installment type).” 


Applicant believes that, based upon the Commission’s 
opinion in the International case, the Commission may 
assert that Applicant has outstanding face-amount 
certificates of the installment type and that Applicant, 
by issuing Debentures pursuant to existing subscrip- 
tion agreements, is engaged in the business of issuing 
face-amount certificates of the installment type, thus 
necessitating registration under and compliance with 
the provisions of the Act unless an exemption from all 
the provisions of the Act is granted. Section 6(c) pro- 
vides, in pertinent part, that the Commission, by order 
upon application, may conditionally or unconditionally 
exempt any person from any or all provisions of the 
Act if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and 
purposes fairly intended by the policy and provisions 
of the Act. 


Applicant has, therefore, applied for an exemption 
from all the provisions of the Act pursuant to Section 
6(c) of the Act in connection with the completion of 
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Debenture sales by Applicant under existing 
subscription agreements and under the circurnstance 
of its having outstanding Debentures which were sold 
on an installment basis. 


Applicant makes six basic representations which it 
asserts make it appropriate in the public interest and 
consistent with the protection of investors to grant the 
application; 


1. Applicant represents that it has ceased selling 
Debentures on an installment basis except under 
existing subscription agreements and that it will no 
longer offer and sell Debentures on an installment 
basis. 


2. Applicant represents that all future pre-need 
funeral arrangements made on an installment basis 
will be made only by way of trust arrangements estab- 
lished pursuant to the provisions of Section 7735 et 
seq. of the California Business and Professions Code 
(‘Short Act’’) which requires, among other things, 
that all cash or other property received by a funeral 
director in advance of need be maintained by trustees 
in segregated accounts and held in specified 
investments. Applicant states that Debenture sales for 
which 100% of the purchase price is paid in one lump 
sum payment will continue to be made but only pur- 
suant to permits obtained from the Department of 
Corporations of the State of California (‘‘Depart- 
ment’’). 


3. Applicant represents that it has established a 
segregated trust account (‘‘Subscription Trust’’) for 
the purpose of holding all monies received and to be 
received since February 9, 1976 on outstanding sub- 
scription agreements of Debentures. These funds, to 
be deposited with a bank custodian and invested in 
securities of the kind permitted by the Short Act, may 
be used only to meet redemption requests on Deben- 
tures issued after February 9, 1976, pursuant to 
existing subscription agreements, or to reimburse 
Applicant for funeral services performed for holders of 
such Debentures. Applicant asserts that none of said 
funds will be used to meet sinking fund requirements 
on any previously issued or outstanding Debentures. 
Income on the corpus of the Subscription Trust is to be 
applied first toward the expenses of administering the 
Trust, second to the payment of interest due on the 
Debentures if purchasers have not waived such 
interest, and third to Applicant. If interest income on 
the Subscription Trust is insufficient to meet these 
expenses, Applicant submits that it will pay such 
excess expenses from other of its funds. Applicant 
represents that, as of June 7, 1977, a total of approxi- 
mately $253,922 was being held in the Subscription 
Trust. 
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4. Applicant proposes to offer to the original pur- 
chaser, his conservator or other legal representative in 
the case of his incapacity, or any member of his 
immediate family to whom he has transferred his 
Debentures, a right to redeem for cash all outstanding 
Debentures. The redemption right will be available 
only during the life of the original purchaser. Deben- 
tures purchased since February 9, 1976, will be re- 
deemable at the full face amount of the Debenture 
plus any accrued and unpaid interest. With respect to 
Debentures issued or paid for prior to February 9, 
1976, Applicant will have the option for three years 
after the date of the order granting this application to 
charge an administrative fee for cash redemptions of 
up to 7 percent of the amount of Debentures re- 
deemed. To the extent Applicant has outstanding 
Debentures having existing provisions affording more 
liberal redemption rights Applicant will continue to be 
bound by such provisions. On the expiration of the 3 
year period following the date of the order issued on 
this application, all outstanding Debentures issued by 
Applicant will be redeemable upon request at the full 
face amount of the Debentures plus interest, if any, 
without the 7 percent administrative charge. 


5. Applicant represents that it will notify all holders 
of outstanding Debentures of their redemption rights, 
the exemption obtained from the Commission, and the 
trust arrangements created. Notice will be in the form 
of a letter sent to each Debenture holder promptly 
upon the grant of the requested exemption or, at the 
option of the Applicant, with the next interest payment 
on the Debentures subsequent to the granting of the 
application. 


6. Applicant represents that it will establish a second 
trust (‘‘Performance Trust’’) as a reserve against 
insolvency of the Applicant. The initial amount of the 
Performance Trust will be $40,148. The corpus of the 
Performance Trust may not be reduced without the 
concurrence of the Department, and may not be used 
to pay the expenses of maintaining the Performance 
Trust. Applicant represents that the interest earned on 
the amount held in the Performance Trust will be 
applied to the payment of the expenses of the Perfor- 
mance Trust but that any interest earned in excess of 
its expenses will be accumulated and added to its 
corpus. Applicant states that the Performance Trust 
corpus will be deposited with a bank as custodian and 
will be administered by three trustees, a majority of 
whom will be independent of the Applicant. The 
trustees will maintain the Performance Trust for the 
benefit of Debenture holders requesting redemption in 
the event that Applicant becomes insolvent. 


Applicant asserts that the granting of its requested 
exemption would be necessary or appropriate in the 
public interest and consistent with the protection of 


investors because its proposal, consisting of the six 
enumerated representations, provides purchasers of 
Debentures the protections envisioned by the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 21, 1977, at 5:30 
p.m., submit to to Commission in writing a request for 
a hearing on the matter accompanied by a statement 
as to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9947/September 26, 1977 


In the Matter of 

FIRST INVESTORS FUND, INC. 

FIRST INVESTORS FUND FOR GROWTH, INC. 
FIRST INVESTORS DISCOVERY FUND, INC. 
FIRST INVESTORS FUND FOR INCOME, INC. 
FIRST INVESTORS TREND FUND, INC. 

FIRST INVESTORS TAX EXEMPT FUND, INC. 


and 
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and 


FIRST INVESTORS MANAGEMENT COMPANY, 
INC. 

120 Wall Street 

New York, New York 10005 


(812-4084) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM 
THE PROVISIONS OF SECTION 22(d) OF THE ACT. 


NOTICE IS HEREBY GIVEN that First Investors 
Fund, Inc., First Investors Fund for Growth, Inc., First 
Investors Discovery Fund, Inc., First Investors Fund 
for Income, Inc., First Investors Trend Fund, Inc., and 
First Investors Tax Exempt Fund, Inc. (hereinafter re- 
ferred to collectively as ‘‘Funds’’), each of which is an 
open-end, diversified management investment com- 
pany registered under the Investment Company Act 
of 1940 (‘‘Act’’), and the Funds’ investment adviser, 
principal underwriter and distributor, First Investors 
Management Company, Inc. (‘‘Management Com- 
pany’’) (hereinafter referred to collectively with the 
Funds as ‘‘Applicants’’), have filed an application on 
January 23, 1977, and amendments thereto on June 
27, 1977, and July 15, 1977, pursuant to Section 6(c) of 
the Act, for an order of the Commission exempting 
certain transactions described herein from the 
provisions of Section 22(d) of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


According to the Application, the Management com- 
pany is a member of the National Association of 
Securities Dealers, Inc. and a registered broker- 
dealer, all of whose common stock is owned by First 
Investors Consolidated Corporation. Applicants repre- 
sent that Fund shares are sold to the public primarily 
by representatives licensed to the Funds’ co- 
underwriter, First Investors Corporation; these repre- 
sentatives are life insurance salesmen who sell the life 
insurance products of First Investors Life Insurance 
Company (‘‘Insurance company’’), which is 81.6% 
owned by First Investors Consolidated Corporation. 
Applicants also represent that as of December 31, 
1976, total life insurance in force issued by the Insur- 
ance company was over $260 million, of which 
approximately $68 million was of the dividend-paying 
participant type; the dividends arising from such 
dividend paying policies currently approximate 
$220,000 per annum and approximately 5200 such 
policies are in force. 
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Applicants have filed this application pursuant to Sec- 
tion 6(c) of the Act for an order of the Commission 
exempting from Section 22(d) of the Act a proposed 
plan which permits the holders of such dividend- 
paying policies to invest the dividends paid by the 
Insurance Company in shares of any of the Funds at 
net asset value. According to Applicants, the pro- 
posed plan would be submitted to policyholders of 
the Insurance Company, in writing, as a separate 
supplement to their application for insurance and as a 
sixth option for the distribution of such dividends. 
Applicants state that the alternative options for the 
distribution of such dividends are (1) payment in 
cash; (2) application towards premium payments; (3) 
accumulation at interest; (4) purchase of paid-up 
additions of insurance; and (5) purchase of one-year 
term insurance. According to the application, the pro- 
posed sixth option has been approved by the 
appropriate departments of insurance for the states of 
New York, New Jersey, Connecticut, Ohio and 
Virginia. 


Applicants sumbit that the proposed plan would be 
implemented in the following manner: (1) policy- 
holders of the Insurance Company would be offered 
their choice of investment in any of the Funds; (2) at 
the time the policyholder executes his option to 
invest, he would be furnished a prospectus of the 
Fund which he indicated as his choice for investment; 
(3) dividends in the amount of $50 or more would be 
applied wholly to the purchase of whole and fractional 
shares of the Fund; (4) dividends of less that $50 
would not be applied to the purchase of any Fund 
shares and such dividends would be distributed in 
some other manner as designated by the policyholder; 
(5) the premiums paid by the policyholder will be the 
same whether or not he chooses to purchase shares 
of one of the Funds pursuant to this plan; (6) pur- 
chases of Fund shares in this manner are limited to 
the amount of dividends derived from the policy- 
holder’s insurance; (7) a policyholder may revoke the 
authority to apply his dividends to the purchase of 
Fund shares and notice of such a right of revocation 
shall be made a part of such authorization; (8) cancel- 
lation or other termination of insurance shall 
terminate such authorization to purchase Fund shares 
but shall not affect the policyholder’s interest in any 
Fund shares already so purchased; and (9) revocation 
by the policyholder of the authority to apply dividends 
to the purchase of Fund shares will not affect any 
insurance in force or the status of any Fund shares 
previously purchased by the policyholder. Applicants 
state that should the order requested herein be 
granted, dividends which have been designated by 
policyholders for the purchase of Fund shares shall be 
held by the Insurance Company; the Insurance 
Company, on the dividend date, will place an order 
with the designated Funds for the appropriate amount 
of shares, which order shall be executed at the net 




















asset value next computed after receipt of the order. 


Section 22(d) of the Act provides, in part, that no 
registered investment company or principal under- 
writer for any redeemable security issued by such 
company shall sell any such security to any person 
except at a current public offering price described in 
the prospectus. 


Applicants submit that their request for exemption 
from Section 22(d) of the Act to permit policyholders 
of the Insurance Company to invest their annual divid- 
ends from the Insurance Company in shares of each 
and any of the Funds at net asset value, rather than at 
their public offering price (which includes a “sales 
load”), is motivated, in part, by the fact that such 
policyholders have already paid a sales charge on the 
purchased insurance. Moreover, Applicants submit 
that such a procedure would not be unfair to present 
shareholders of the Funds since the purchase at net 
asset value would not dilute the per share value of 
Fund shares. Applicants state that the requested 
order of exemption is further justified because most 
agents of the Insurance Company are also 
representatives of First Investors Corporation and sell 
both life insurance and the Funds’ shares; elimination 
of the sales charge on shares of the Funds purchased 
by policyholders would, in Applicants’ view, be proper 
since there would be no additional sale efforts, 
commissions or expenses incurred in connection with 
such purchases. 


Section 6(c) of the Act provides, in part, that the 
Commission, upon application, may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of any rule or regulation 
thereunder, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 20, 1977, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 


with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9948/September 27, 1977 


In the Matter of 


AGEC SECURITY CORPORATION 
2200 Bow Valley Square 2 

205 Fifth Avenue S.W. 

Calgary, Alberta, Canada T2P 2W4 


(812-4163) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM ALL PROVISIONS OF 
THE ACT 


On September 2, 1977, a notice was issued (Invest- 
ment Company Act Release No. 9917) of an applica- 
tion filed on July 22, 1977, and an amendment thereto 
on August 29, 1977, by AGEC Security Corporation 
(“Applicant”), a Delaware corporation, for an order 
pursuant to Section 6(c) of the Investment Company 
Act of 1940 (“Act”) exempting Applicant from all 
provisions of the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as a matter of 
course unless a hearing should be ordered. No 
request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that 
the granting of the requested exemption from all pro- 
visions of the Act pursuant to Section 6(c) of the Act 
is appropriate in the public interest and consistent 
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with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that AGEC Security Corporation is hereby exempted 
from all provisions of the Act, effective forthwith, 
subject to the following conditions: 


(1) Commencing with the first fiscal year in which it 
issues and sells any debt securities, Applicant will file 
with the Commission within 120 days after the close 
of each fiscal year of Applicant: (a) the data required 
by Items 1.08 (except with respect to information 
relating to persons under common control with 
Applicant), 1.09, 1.10 and 1.11 of Form N-1R adopted 
by the Commission pursuant to Section 30(a) of the 
Act, and (b) an annual balance sheet, income and 
surplus statement and schedule of temporary invest- 
ments. 


(2) Applicant will not issue any additional debt 
securities following the proposed issuance of the 
secured notes due December 31, 1998, unless 
Applicant shall first give written notice to the Com- 
mission describing the proposed issuance of such 
additional debt securities within 30 days prior to the 
date of such proposed issuance; subject, however, to 
the right of the Commission, upon request of 
Applicant, to decrease such number of days. If the 
Commission shal!, after receipt of said written notice, 
determine that a substantial question shall exist as to 
whether or not the exemption granted by the order 
requested should continue, it shall mail or otherwise 
give notice to that effect to Applicant at its offices, 
2200 Bow Valley Square 2, 205 Fifth Avenue S.W., 
Calgary, Alberta, Canada T2P 2W4 (or at such other 
address as Applicant may have previously specified in 
writing to the Commission) within 15 days after the 
receipt by the Commission of said written notice from 
Applicant. Applicant will not consummate the pro- 
posed issuance of such additional debt securities 
except in acordance with an appropriate order of the 
Commission. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9949/September 28, 1977 
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In the Matter of 


BANKERS SECURITY VARIABLE ANNUITY uno @ 
A 


BANKERS SECURITY VARIABLE ANNUITY FUND B 
BANKERS SECURITY VARIABLE ANNUITY FUND C 


BANKERS SECURITY VARIABLE ANNUITY FUND 
D 


BANKERS SECURITY VARIABLE ANNUITY FUND E 
BANKERS SECURITY VARIABLE ANNUITY FUND F 


BANKERS SECURITY VARIABLE ANNUITY FUND 
G 


BANKERS SECURITY LIFE INSURANCE SOCIETY 
1701 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


and 

OPPENHEIMER FUND, INC. 
OPPENHEIMER A.I.M. FUND, INC. 
OPPENHEIMER TIME FUND, INC. e 
OPPENHEIMER INCOME FUND OF BOSTON, INC. 
OPPENHEIMER SPECIAL FUND, INC. 
OPPENHEIMER MONETARY BRIDGE, INC. 
OPPENHEIMER OPTION INCOME FUND, INC. 


OPPENHEIMER SYSTEMATIC CAPITAL ACCUMU- 
LATION PROGRAM 


OPPENHEIMER TIME FUND SYSTEMATIC CAP- 
ITAL ACCUMULATION PROGRAM 


OPPENHEIMER A.!.M. FUND SYSTEMATIC CAP- 
ITAL ACCUMULATION PROGRAM 


OPPENHEIMER TAX-FREE BOND FUND, INC. 
One New York Plaza 
New York, New York 10004 


(812-4178) 


NOTICE OF FILING OF APPLICATION FOR A- 
MENDMENT TO ORDER PURSUANT TO SECTION 
11 OF THE ACT FOR APPROVAL OF OFFERS OF 
EXCHANGE, AND PURSUANT TO SECTION 6(c) OF 
THE ACT FOR AMENDMENT TO ORDER OF 
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EXEMPTION FROM SECTION 27(a)(3) AND RULE 
27a-2 THEREUNDER, SECTIONS 27(d), 27(e), 27(f) 
AND RULES 27e-1 AND 27f-1 THEREUNDER, 
SECTION 26(a), AND SECTION 27(c)(2). 


NOTICE IS HEREBY GIVEN that Bankers Security 
Life Insurance Society (‘‘Bankers Security’’), a New 
York stock life insurance company, and Bankers 
Security Variable Annuity Fund A (‘‘Separate Account 
A’’), Bankers Security Variable Annuity Fund B 
(‘‘Separate Account B’’), Bankers Security Variable 
Annuity Fund C (‘‘Separate Account C’’), Bankers 
Security Variable Annuity Fund D (‘‘Separate Account 
D’’), Bankers Security Variable Annuity Fund E 
(‘‘Separate Account E’’), Bankers Security Variable 
Annuity Fund F (‘‘Separate Account F’’), and Bankers 
Security Variable Annuity Fund G (‘‘Separate Account 
G’’), unit investment trusts registered under the 
Investment Company Act of 1940 (‘‘Act’’), Oppen- 
heimer Fund, Inc., Oppenheimer A.1.M. Fund, Inc., 
Oppenheimer Time Fund, Inc., Oppenheimer Income 
Fund of Boston, Inc., Oppenheimer Special Fund, 
Inc., Oppenheimer Monetary Bridge, Inc., Oppen- 
heimer Option Income Fund, Inc. (‘‘Option Fund’’) 
and Oppenheimer Tax-Free Bond Fund, Inc. (herein- 
after sometimes referred to as the ‘‘Funds’’), 
diversified open-end investment companies registered 
under the Act, and Oppenheimer Systematic Capital 
Accumulation Program (‘‘OSCAP’’), Oppenheimer 
Time Fund Systematic Capital Accumulation Program 
(‘“‘TIMECAP’’), and Oppenheimer A.!.M. Fund Syste- 
matic Capital Accumulation Program (‘‘AIMCAP’’), 
unit investment trusts registered under the Act, (here- 
inafter collectively referred to as ‘‘Applicants’’) filed 
an application on August 22, 1977 and Amendment 
No. 1 thereto on September 28, 1977 pursuant to 
Section 11 of the Act for an amended order approving 
certain offers of exchange, and pursuant to Section 
6(c) of the Act for an amended order of exemption 
from Section 27(a)(3) and Rule 27a-2 thereunder, 
Sections 27(d), 27(e), 27(f), and Rules 27e-1 and 27f-1 
thereunder, Section 26 (a) and Section 27(c)(2). All 
interested persons are referred to the Application on 
file with the Commission for a statement of the repre- 
sentations therein which are summarized below. 


Previously, by application dated October 3, 1975 and 
amendments thereto, the Applicants, with the excep- 
tion of the recently formed Separate Account G, the 
Oppenheimer Option Income Fund, Inc. and the 
Oppenheimer Tax-Free Bond Fund, Inc., applied for 
an order approving the certain offers of exchange 
described in the application and for exemptions from 
the above-named Sections and Rules. 


On February 17, 1976, a Notice was issued of the filing 
of said application (Investment Company Act Release 
No. 9160) and an Order was issued on March 19, 1976, 


granting the releif requested in the application 
(Investment Company Act Release No. 9212). 


The purpose of this application is to amend the afore- 
mentioned Order solely to add Separate Account G, 
the Oppenheimer Option Income Fund, Inc., and the 
Oppenheimer Tax-Free Bond Fund, Inc., as partici- 
pants in the offers of exchange in order that these new 
Applicants may receive the benefits of exemptions 
previously granted to the other described applicants. 
There is no additional relief requested. 


Separate Account G was established by Bankers 
Security Life Insurance Society on July 7, 1977 and is 
included in the unit investment trust which now 
consists of Separate Accounts D, E and F. The assets 
of Separate Account G are to be invested at net asset 
value in shares of the Oppenheimer Option Income 
Fund, Inc. 


Shareholders purchasing shares of the Option Fund in 
its initial offering may, at any time after the shares 
have been registered in the investor’s name, exchange 
their Option Fund shares for shares in any of the 
following Oppenheimer Funds: Oppenheimer Fund, 
Inc., Oppenheimer A.I.M. Fund, Inc., Oppenheimer 
Time Fund, Inc., Oppenheimer Income Fund of 
Boston, Inc., Oppenheimer Special Fund, Inc., Oppen- 
heimer Special Fund, Inc., Oppenheimer Monetary 
Bridge, Inc. and Oppenheimer Tax-Free Bond Fund, 
Inc. 


The exchanges are on the basis of relative net asset 
value per share at the time of the exchange without 
sales charge. A fee of $5.00 is charged for handling 
each exchange. Six months after the commencement 
of the continuous offering of the Option Fund shares, 
shares of each of the other Oppenheimer funds other 
than Oppenheimer Monetary Bridge, Inc. and Oppen- 
heimer Tax-Free Bond Fund, Inc. may be exchanged 
for shares of the Option Fund on the same terms as set 
forth above for the exchange of shares of Option Fund 
for the shares of the other Oppenheimer Funds. 
Shares of Oppenheimer Monetary Bridge, Inc. or 
Oppenheimer Tax-Free Bond Fund, Inc. acquired in 
exchange for shares of the Option Fund or one of the 
other Oppenheimer Funds or acquired through the re- 
investment of dividends or distributions may also be 
exchanged at net asset value for shares of the Option 
Fund on the same basis as set forth above. 


Section 11 


Section 11(a) makes it unlawful for any registered 
openend investment company or principal underwriter 
therefor to make an offer to the holder of a security of 
such company or of any other open-end investment 
company to exchange his security for a security in the 
same or another such company on any basis other than 
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the relative net asset values of the respective securi- 
ties to be exchanged unless the terms of the offer have 
first been submitted to and approved by the Commis- 
sion. Section 11(c) of the Act provides that, irrespec- 
tive of the basis of exchange, the provisions of Section 
11(a) shall be applicable to any type of offer of ex- 
change of the securities of registered unit investment 
trusts for the securities of any other investment com- 
pany. 


Applicants propose to amend the Order set forth in 
Investment Company Act Release No. 9212 by offering 
certain additional exchange privileges as follows: 


First Exchange Right - Bankers Security and Separate 
Account G propose to offer participations in Separate 
Account G through non-qualified, immediate or 
deferred individual single payment variable annuity 
contract to: (i) all shareholders of Oppenheimer 
Option Income Fund, Inc., Oppenheimer Fund, Inc., 
Oppenheimer A.1.M. Fund, Inc., Oppenheimer Time 
Fund, Inc., and Oppenheimer Income Fund of Boston, 
Inc. (hereinafter collectively referred to as the 
‘‘Funds’’ and individually as a ‘‘Fund’’) and (ii) plan- 
holders of OSCAP, TIMECAP and AIMCAP, regis- 
tered unit investment trusts (collectively referred to as 
‘“Oppenheimer Unit Trusts’’) in exchange for shares 
of the Funds held directly, and indirectly in the case of 
the Oppenheimer Unit Trusts. Such exchange would 
take place on the following basis: 


Regarding a shareholder of a Fund, the exchange 
would be initiated by written request of a shareholder 
and delivery of any issued share certificates to the 
Transfer Agent. In the Order, there was a requirement 
that a shareholder hold his shares for a period of at 
least 90 days prior to exchange. The Applicants seek 
to amend the Order by deleting the 90 day holding 
period because administratively the Applicants no 
longer deem such a holding period to be necessary. 


The exchange would be accomplished by the redemp- 
tion of the Fund shares at net asset value next 
determined after receopt of the request for exchange 
and the reinvestment of the proceeds without a sales 
charge in accumulation units of Separate Account G at 
a value next determined after receipt of the assets for 
purchase of an individual variable annuity contract. If 
a deferred variable annuity is purchased, a deduction 
of 0.25% would be made as a premium for the 
minimum death benefit. Except for this minimum 
death benefit premium, no fee is charged for this 
exchange. Any prior charge which was specified in the 
original application has been waived on all exchanges. 


Any holder of (A) a single payment plan issued by any 
of the Oppenheimer Unit Trust, or (B) a systematic 
plan of TIMECAP, or (C) a systematic plan issued by 
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any of the other Oppenheimer Unit Trusts who had 
held his plan for at least 18 months, may exchange his 
plan for an individual variable annuity certificate. The 
exchange would be initiated by the written request of 
the planholder and delivery of the plan certificate to 
the agent of the custodian of the plan. The exchange 
would be accomplished by terminating the plan, 
redeeming the Fund shares held under that plan at the 
net asset value next determined after receipt of the 
request for exchange and reinvesting the proceeds 
without a sales charge in accumulation units of 
Separate Account G at their value next determined 
after such receipt. For a deferred variable annuity, 
there would be a deduction of 0.25% of such proceeds 
as a premium for the minimum death benefit. For the 
reason noted above, the reference to the 90 day 
holding period for (A) and (B) are deleted. The $5.00 
exchange fee previously imposed has also been waived 
for all future exchanges. 


Applicants assert that the purpose of the First 
Exchange Right is to permit a shareholder or plan- 
holder who desires to carry on his investment in an in- 
vestment medium managed by Oppenheimer pursuant 
to a variable annuity contract rather than directly or 
through his. Plan to do so without paying a sales 
charge. 


Applicants contend that no charges should be imposed 
on an exchange of securities issued by the Funds or an 
Oppenheimer Unit Trust for variable annuity contracts 
issued by Separate Account G because, except on the 
sale of securities issued by the Oppenheimer Mon- 
etary Bridge Fund and the Oppenheimer Tax-Free 
Bond Fund, sales charges have already been assessed. 
In addition, shareholders and certificate-holders of the 
Funds and the Oppenheimer Unit Trusts already are 
familiar with the managers of the investment company 
which serves as the underlying investment medium of 
Separate Account G. As a result, any selling effort in 
connection with the transfer will be reduced. 


Second Exchange Right - Applicants propose to 
permit, without imposition of a sales load, exchange of 
deferred variable annuity contracts issued by Separate 
Accounts D, E, F and G and sold by Bankers Security, 
on the basis of the accumulated values thereof, for 
other deferred variable annuity contracts sold by 
Bankers Security of the same type and class. 


Non-tax-qualified contracts will be issued by Separate 
Accounts D, E, F, and G. Thus, a contract owner 
holding a contract under Separate Account D would 
have the option of exchanging his contract, without 
additional sales load, for a contract issued by Separate 
Accounts E, F or G on the basis of the net asset values 
of each Separate Account. Because Separate Accounts 
A, B and C are tax-qualified accounts, transfers from 
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one of these accounts can only be made to another of 
these tax-qualified Separate Accounts. Similarly, 
because Separate Accounts D, E, F and G are non-tax- 
qualified, transfers from one of these accounts can 
only be made to another of these non-tax-qualified 
Separate Accounts. 


With respect to the Second Exchange Right, Appli- 
cants contend that such exchange right is consistent 
with the protection of variable annuity contract owners 
or participants and the purposes clearly intended by 
the policy and provisions of the Act. The only purpose 
of exercising this exchange provision is to provide 
such contract owners and participants the right to 
obtain a contract which invests in shares of an invest- 
ment company which operates under investment 
objectives more closely aligned with such contract 
owner’s or participant’s financial needs. This provides 
such contract owner or participant with greater flexi- 
bility in planning for his financial future. 


Section 27[a][3] and Rule 27a-2 


Section 27(a)(3) of the Act provides that no registered 
investment company issuing periodic payment plan 
certificates and no depositor of or underwriter for such 
company may sell any such certificate if the amount of 
sales load deducted from any one of the first twelve 
monthly payments exceeds proportionately the amount 
deducted from any other such payment, or if -the 
amount deducted from any subsequest payment 
exceeds proportionately the amount deducted from 
any other subsequent payment. Rule 27a-2 under the 
Act exempts a registered separate account, and any 
depositor of or underwriter for such account, from 
Section 27(a)(3) if the proportionate amount of sales 
load deducted from any payment during the contract 
period does not exceed the proportionate amount 
deducted from any prior payment during the contract 
period. 


Applicants state that where a no-load transfer from 
one Separate Account to another Separate Account 
takes effect, there will be a subsequent continuation of 
periodic payments subject to the sales load deduc- 
tions. Accordingly, Applicants request an exemption 
from Section 27(a)(3) and Rule 27a-2 thereunder to the 
extent necessary to permit such practice. 


Applicants state that deductions will have already 
been made against past purchase payments and that 
the transfer from one Separate Account to another will 
be based on net accumulated values thereof, after 
these deductions were made. Applying net accumu- 
lated values from one Separate Account to another will 
not involve additional sales activities as to require 
imposition of an additional sales charge and allowing 
no-load transfers in the manner proposed will avoid an 


unnecessary imposition of charges. Applicants further 
state that granting the requested exemption will not 
conflict with the purpose of Section 27(a)(3) which was 
to curb abuses associated with front-end load arrange- 
ments on mutual fund contractual plans by, in part, 
lessening the possible loss which could be incurred 
upon early termination of such a plan. Since the 
deductions for sales expenses under the Contracts do 
not involve the kind of front-end load arrangement at 
which Section 27(a)(3) is directed, Applicants submit 
that the deductions cannot lead to the abuses intended 
to be curbed by Section 27(a)(3). Applicants state 
further that the circumstances in which charges for 
sales and administrative expenses are applicable will 
be fully disclosed so that it is unlikely that any person 
will be misled or confused. 


Section 27[d], 27[e], 27[f] and Rules 27e-1 and 27f-1 


Under Sections 27(d), 27(e), and 27(f) of the Act, as 
here relevant, the holder of certain periodic payment 
certificates is given, respectively: (1) the right to 
surrender the certificate at any time within the first 18 
months after its issuance and to receive, in cash, the 
value of his account and an amount equal to that part 
of the excess paid for sales loading which is over 15 
per centum of the gross payments made by the 
certificate holder; (2) the right to be informed in 
writing, in the event that he has missed a certain 
number of payments required to be made pursuant to 
the plan, that he may surrender his certificate and 
receive the aforementioned payments; and (3) the 
right, within forty-five days after the mailing of notice 
of the charges to be deducted from the projected 
payments on the certificate and his right to with- 
drawal, to exercise such right of withdrawal by 
surrendering his certificate and receive the value of 
his account and the difference between the gross 
payments made and the net amount invested. 


Applicants represent that under the terms of the First 
Exchange Right, exchanges would not be permitted 
until after the expiration of the time in which a 
Planholder could withdraw and receive a refund under 
his old plan. Applicants contend that while an 
exchange would, in form, involve the issuance of a 
new plan, in substance the exchange would result in a 
continuation of the original plan with a new underlying 
investment medium. Applicants submit that the 
protection of investors and the purposes of Section 27 
do not require that an exchanging planholder, who no 
longer has any refund or withdrawal rights under his 
old plan, have such right with respect to his new plan. 


Applicants further request that exemptions be granted 
from the provisions of Rules 27e-1 and 27f-1. Rule 
27e-1 sets forth requirements for notices to be mailed 
to certain purchasers of periodic payment plan 
certificates sold subject to Section 27(d) and Rule 27f-1 
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setsforth requirements for the notice of the right of 
withdrawal required to be mailed to periodic payment 
plan certificate holders and exempts from Section 27(f) 
certain periodic payment plan certificates. If exemp- 
tions from the provisions of Sections 27(d), 27(e), and 
27(f) are granted, Applicants assert that exemptions 
from the provisions of Rules 27e-1 and 27f-1, would be 
appropriate since these Rules are designed only to 
implement provisions of these Sections. 


Sections 26[a] and 27([c][2] 


Sections 26(a) and 27(c)(2), as here pertinent, provide 
in substance that a registered unit investment trust 
and any depositor of and underwriter for such trust are 
prohibited from selling periodic payment plan certifi- 
cates unless the proceeds of all payments, other than 
amounts deducted for sales load, are deposited with a 
qualified bank as trustee or custodian and held under 
an indenture or agreement containing specified pro- 
visions. Such agreement must provide, in part, that 
(i) the custodian bank shall have possession of all the 
property of the unit investment trust and shall segre- 
gate and hold the same in trust; (ii) the custodian bank 
shall not resign until either the unit investment trust 
has been liquidated or a successor custodian has been 
appointed; (iii) the custodian may collect fees from the 
income, and if necessary, from the corpus of the trust 
for services performed and for reimbursement of ex- 
penses incurred; and (iv) that no payment to the 
depositor or principal underwriter shall be allowed the 
custodian bank as an expense, except a fee, not ex- 
ceeding such reasonable amount as the Commission 
may prescribe, as compensation for performing book- 
keeping and other administrative services normally 
performed by the custodian. 


Applicants have requested an exemption pursuant to 
Section 6(c) of the Act from Sections 26(a) and 27(c)(2) 
of the Act to allow Bankers Security to be the custo- 
dian of the assets for Separate Account G; such assets 
will be held in the safekeeping of the Bank of 
Commersce in New York. The portion of the purchase 
payments under the Contracts allocated to the 
Separate Account G will be invested in shares of the 
Option Fund which is available as the underlying 
investment medium for the Separate Account. These 
shares will be issued under an open account 
arrangement without the use of stock certificates. 
Their ownership will be shown on the books and 
records of the underlying Option Fund and Separate 
Account G. 


Bankers Security is subject to extensive supervision 
and control by the New York Insurance Department. 
Such control and supervision, Applicants contend, 
provide assurance against misfeasance and afford the 
essential protection of trusteeship. Under New York 
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law, Bankers Security may not abrogate its obligations 
under the Contracts. 


Under the foregoing circumstances, the Applicants 
contend that the dangers against which Sections 26(a) 
and 27(c)(2) are directed are not present in this 
situation and an exemption therefrom is requested. 


Applicants consent to the exemptions requested herein 
from Sections 26(a) and 27(c)(2) being made subject to 
the following conditions: (1) that the charges to vari- 
able annuity contract owners for administrative 
services shall not exceed such reasonable amounts as 
the Commission shall prescribe, jurisdiction being re- 
served for such purpose; and (2) that the payments of 
sums and charges out of the assets of the Separate 
Account shall not be deemed to be exempted from 
regulation by the Commission by reason of the 
requested order, provided that the Applicants’ consent 
to this condition shall not be deemed to be a conces- 
sion to the Commission of authority to regulate the 
payments of sums and charges out of such assets other 
than charges for administrative services, and Appli- 
cants reserve the right in any proceeding before the 
Commission or in any suit or action in any court to 
assert that the Commission has no authority to regu- 
late the payments of such other sums or charges. 


Section 6(c) of the Act provides, in part, that the 
Commission may, by order upon application, condi- 
tionally or unconditionally exempt any person, security 
or transaction, or any class or classes of persons, se- 
curity or transaction, or any class or classes of 
persons, securities or transactions, from any provision 
or provisions of the Act or of any rule or regulation 
under the Act, if and to the extent that such exemption 
is necessary, or appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested 
persons may, not later than October 25, 1977, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request and the issues of fact or law proposed to 
be controverted, or he may request that he be notified 
if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of service (by affidavit or in case of 
an attorney at law by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be 
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issued as of course following October 25, 1977, unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponement 
thereof. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9950/September 28, 1977 


In the Matter of 


TUDOR INDUSTRIES CORPORATION 
733 Summer Street 
Stamford, Connecticut 


(811-2206) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY. 


On August 22, 1977, notice was issued of an 
application filed on May 2, 1977, and amended on 
June 16, 1977, and August 5, 1977, by Tudor 
Industries Corporation (‘‘Applicant’’), registered 
under the Investment Company Act of 1940 (the 
‘‘Act’’) as a non-diversified, closed-end, management 
investment company, requesting an order of the Com- 
mission, pursuant to Section 8(f) of the Act, declaring 
that Applicant has ceased to be an investment com- 
pany as defined by the Act. As set forth more fully in 
the notice, Applicant has agreed that Such order could 
be conditioned upon: (1) an undertaking that Applicant 
would retain its records for a period of five years from 
the date of that order, and (2) consummation of a pro- 
posed reorganization with G.S. International Corpora- 
tion (‘‘GSI’’). 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment company as 
defined by the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration under the Act of Tudor Industries 
Corporation shali forthwith cease to be in effect, sub- 
ject to the conditions that: (1) Applicant’s records are 
retained for a period of five years from this date at the 
office of GSI, and (2) the proposed reorganization of 
Applicant with GSI, described in the application, is 
consummated. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8123/September 23, 1977 


SEC V. LAWRENCE R. ROSS (D. Nev.) 
CV 77-168, RDF 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities & Exchange Com- 
mission (‘‘Commission’’), announced that on Septeim- 
ber 20, 1977, the Commission filed a complaint in 
U.S. District Court at Las Vegas seeking an injunctive 
order against Lawrence R. Ross of Las Vegas, Nevada. 
The complaint charges Ross with violations of Sections 
17(a) and 17(b) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder. 


The complaint alleges that while Ross was the Re- 
search Director of D. A. Davidson & Company, a 
Montana broker-dealer, he authored research reports 
which contained false and misleading statements with 
respect to Xonics, Inc., a Van Nuys, California com- 
pany. Specifically, the Ross research report falsely de- 
picted the technological qualities and capabilities of 
Xonics Electron Radiography (XERG). 


The complaint charges that Ross failed to disclose that 
his research report was principally based upon 
unverified information received from Xonics. 
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The complaint further alleges that Ross was paid ap- 
proximately $13,000 by Xonics and that he never dis- 
closed the receipt of these funds. 


Without admitting or denying the allegations in the 
complaint, Ross consented to the entry of an order of 
the Court, permanently enjoining him from violations 
of Sections 17(a) and 17(b) of the Securities Act of 
1933 and Section 10(b) of the Securities Exchange Act 
of 1934 and Rule 10b-5 thereunder. 


See also Litigation Release Nos. 7865 and 7870. 





Litigation Release No. 8124/September 23, 1977 


SEC v. AMINEX RESOURCES CORP. 
(District of Columbia Civil Action No. 77-0493) 


The Securities and Exchange Commission (‘‘Commis- 
sion’’) announced that on September 12, 1977, U.S. 
District Judge Howard F. Corcoran granted the Com- 
mission’s Motion for Summary Judgment and filed a 
Memorandum and Order. The Order permanently en- 
joins Aminex Resources Corp. from failing timely to 
file in proper form current and periodic reports in con- 
travention of Section 13(a) of the Securities Exchange 
Act of 1934 (the ‘‘Exchange Act’’) and the Rules and 
Regulations promulgated thereunder. 


On December 9, 1976 over-the-counter trading was 
suspended for a ten-day period in all securities of 
Aminex Resources Corp. because the company failed 
to comply with the reporting provisions of the 
Exchange Act resuiting in the lack of current and ac- 
curate information available to the public (See Ex- 
change Act Release No. 34-13049). 


After considering Plaintiff's Motion for Preliminary 
Injunction and Order Compelling Filing of Delinquent 
Reports, Defendant’s Opposition thereto and having 
held a hearing thereon, Judge Corcoran granted the 
Commission sought preliminary relief by order dated 
March 31, 1977 (Litigation Release No. 7844, March 
24, 1977). In granting this relief Judge Corcoran (i) 
preliminarily enjoined Aminex from failing to file 
timely with the Commission proper periodic and 
current reports in violation of Exchange Act Section 
13(a) and the rules and regulations thereunder, and 
(ii) ordered the filing of Aminex’s delinquent periodic 
and current reports by April 21, 1977 and Aminex’s 
annual report on Form 10-K for its fiscal year ended 
January 31, 1977 by May 22, 1977. Commission 
records indicate that as of September 9, 1977 Aminex 
had filed all current reports called for by Judge 
Corcoran’s March 31, 1977 Order and that Aminex 
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was current in filing its periodic reports required by 
Exchange Act Section 13(a) and the rules and regula- 
tions thereunder. 





Litigation Release No. 8125/September 27, 1977 


STATE OF NORTH CAROLINA v. FREDRICK N. 
BOSWELL #76-CRS-28751 

(Wake County Superior Court, Raleigh, North Caro- 
lina) 


Rufus L. Edmisten, Attorney General of the State of 
North Carolina, and Jule B. Greene, Administrator of 
the Atlanta Regional Office of the Securities and Ex- 
change Commission, jointly announced that on August 
31, 1977, Fredrick N. Boswell was acquitted in Wake 
County Superior Court of charges of violations of anti- 
fraud provisions of state securities laws in the offer 
and sale of savings notes of Pinehurst Mortgage and 
Loan Corporation of Southern Pines, North Carolina. 


For further information, see Litigation Release No. 
7895. 





Litigation Release No. 8126/September 27, 1977 


UNITED STATES OF AMERICA v. HAROLD ERICK- 
SON, ET AL. 

(U.S. District Court for the Eastern District of Wis- 
consin) 

(Civil Action No. 77-CR-158) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission, and William J. Mulligan, United States 
Attorney for the Eastern District of Wisconsin, an- 
nounced the return of an indictment by the Federal 
Grand Jury for the Eastern District of Wisconsin on 
September 21, 1977, charging Harold Erickson and 
Francis Wilson with violations of the Securities Ex- 
change Act of 1934 and the Federal Banking Laws. 


In substance, the indictment charges that the 
defendants, Erickson, who was the Chairman of the 
Board of American Bankshares Corporation, and 
Wilson, who was a vice-president of American City 
Bank and Trust Company, N.A., engaged in the sales 
of U.S. Government securities with the First National 
Bank of Chicago, Continental Illinois National Bank, 
Goldman, Sachs & Co., Inc., and Glenn Caan, Inc. at 
inflated prices. The purpose of the transactions was to 
falsify the Form 10K annual report of American 
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Bankshares Corporation for 1973 by reducing the loss 
which would otherwise have been recorded. The 
indictment also alleges that these securities trans- 
actions resulted in the falsification of American City 
Bank and Trust Comapny’s, N.A., records in violation 
of the Federal Banking Laws. 





Litigation Release No. 8127/September 27, 1977 


SEC v. RIO GRANDE OIL COMPANY, ET AL 
(S.D. TEX) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, and Daniel R. Kirshbaum, Assistant Regional 
Administrator of the Houston Branch Office, today 
announced that on September 14, 1977 Federal 
District Judge John V. Singleton, Jr. at Houston, 
Texas entered Orders of Permanent Injunction against 
Thomas Norton, David Worthington and Lynn W. 
Machen, all of Houston, Texas. The defendants con- 
sented to the Orders without admitting or denying the 
allegations contained in the Commission’s Complaint. 
The orders enjoin Norton, Worthington and Machen 
from further violations of the securities registration 
and anti-fraud provisions of the federal secufities 
laws. 


Litigation Release No. 8128/September 27, 1977 


SEC v. CHARLES A. CARTER, ET AL. 
(S.D. Miss. J77-0166(R)) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on September 15, 1977, the Honorable 
Dan M. Russell, Jr., United States District Judge for 
the Southern District of Mississippi, at Jackson, issued 
an order permanently enjoining American Savings In- 
surance Company (‘‘American Savings’’), of Jackson, 
Mississippi, from violations of the anti-fraud provi- 
sions of the Securities Act of 1933 and the anti-fraud 
provisions of the Securities Exchange Act of 1934. 
The Commission’s complaint charged American Sav- 
ings with violations of the anti-fraud provisions in the 
offer and sale of the savings accounts of Bankers Trust 
Savings and Loan Association, a savings and loan 
association chartered by the State of Mississippi. 
American Savings consented to the entry of the order 
without admitting or denying the allegations of the 
Commission’s complaint. 


For further information, see Litigation Release No. 
7929. 


The Commission’s Complaint filed February 6, 1976 
alleged that Norton, Worthington and Machen violated 
the registration and anti-fraud provisions of the 
federal securities laws in connection with the offer and 
sale of unregistered securities in the form of fractional 
undivided working interests in oil and gas leases 
located in Caldwell, Colorado, Guadalupe, Taylor and 
Montgomery Counties, Texas, issued by Rio Grande 
Oll Company, Houston. The Complaint alleged that 
the defendants raised over $1,000,000 from the sale 
of such interests to investors located from coast to 
coast. It was alleged that in the offer and sale of said 
securities the defendants made numerous misrepre- 
sentations and omissions of material facts concerning, 
among other things, the risk involved in investments 
in oil and gas leases, the amount of income an investor 
could receive from his investment, the amount of 
production from oil and gas wells and leases, and the 
financial condition of the issuer. 


For further information see Litigation Release Nos. 
7274 and 7524. 





Litigation Release No. 8129/September 27, 1977 


S.E.C. v. 
TION, Et al 
(N/D Tex.) CA No. 4-77-267 


UNIVERSAL LANCASTER CORPORA- 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, today announced that on September 22, 
1977, a civil injunctive Complaint was filed in federal 
district court at Fort Worth, Texas, naming as 
defendants Universal Lancaster Corporation; Roy T. 
Rimmer, Jr., both of Forth Worth; and Ward S. 
Johnson, Houston, Texas, for violations of the anti- 
fraud and proxy solicitation provisions of the federal 
securities laws. 


The Complaint alleges that AGC Industries, Inc., 
formerly a publicly-held, Fort Worth-based corpora- 
tion, was merged into Universal Lancaster Corporation 
on September 30, 1976, in a going-private transaction 
whereby the shareholders of AGC were to be paid 
$1.25 per share for their stock. The Complaint alleges 
that Rimmer and Johnson prepared proxy statements 
soliciting the proxies of the AGC shareholders to vote 
their approval of the merger without disclosing there 
would be insufficient funds available to pay the AGC 
shareholders for their stock. 


Additionally, the Complaint alleged that the proxy 
solicitation statements omitted to disclose certain 
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required financial information as to Universal and the 
proxy statement included someone who was not, in 
fact, a bona fide nominee for the board of directors. 





Litigation Release No. 8130/September 27, 1977 
STATE OF ALABAMA v. CHARLES J. STEEN 


William J. Baxley, Attorney General of Alabama, 
Thomas L. Krebs, Director of the Alabama Securities 
Commission, and Jule B. Greene, Administrator of the 
Atlanta Regional Office of the Securities and Exchange 
Commission, announced that on September 2, 1977, a 
petit jury in the Circuit Court of Lamar County, 
Alabama found Charles J. Steen, of Jackson, Missis- 
sippi, guilty on all three counts of an indictment charg- 
ing him with violations of the anti-fraud provisions of 
the Alabama Securities Act and assessed a fine of 
$5,000. Immediately following the conviction, Circuit 
Judge Carlton Mayhall, Jr. sentenced steen to three 
years imprisonment. 


Steen was charged with defrauding public investors in 
connection with the offer and sale of the promissory 
notes of National Accounts Service Association, Inc. 
(NASA), a now bankrupt Huntsville, Alabama corpora- 
tion. NASA raised approximately $4,500,000 from the 
sale of its promissory notes while misrepresenting to 
the investors that the notes were fully insured and 
secured by collateral. Steen was the president of 
Starco Corporation, a now bankrupt Jackson, Missis- 
sippi company, which borrowed over $3,000,000 from 
NASA. 


For further information see Litigation Release Nos. 
7375 and 7584. 





Litigation Release No. 8131/September 27, 1977 


S.E.C. v. EXXON CORPORATION, ET AL., 
Action No. 77-1681 

(United States District Court for the District of Colum- 
bia) 


Civil 


The Securities and Exchange Commission today an- 
nounced the filing of a civil injunctive action in the 
United States District Court for the District of Colum- 
bia seeking to enjoin Exxon Corporation (‘‘Exxon’’) 
and Vincenzo Cazzaniga (‘‘Cazzaniga’’)—a former 
President and Managing Director of Esso Italiana, 
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S.p.A., Exxon’s wholly-owned subsidiary in Italy, from 
further violations of Sections 13(a) (reporting) and 
14(a) (proxy) of the Securities Exchange Act of 1934 
(‘‘Exchange Act’’) and rules thereunder. 


The Commission’s complaint alleged that during the 
period from at least 1963 and continuing to at least 
1972, defendants Exxon and Cazzaniga, and others, 
directly and indirectly, expended at least $55.25 
million in Italy as payments to political parties, gov- 
ernment officials and employees, commercial bribes 
and other illegal, improper, noncorporate or unac- 
countable payments. Some or all of these payments to 
political parties, government officials and government 
employees were made in connection with govern- 
mental action and were made in order to secure or in- 
fluence such governmental action. Defendants Exxon 
and Cazzaniga, and others, directly and indirectly, dis- 
guised said payments by means of false and improper 
accounting and the use of unrecorded bank accounts. 


In addition, the complaint alleged that from at least 
1963 and continuing to at least 1975, defendant Exxon 
and others expended at least an additional $1.25 mil- 
lion in at least 15 other foreign countries as payments 
to political parties, government officials and employ- 
ees, commercial bribes and other illegal, questionable, 
noncorporate or unaccountable payments. Some or all 
of these payments to political parties, government of- 
ficials and government employees were made in con- 
nection with governmental action and were made in 
order to secure or infiuence such governmental action. 
Defendant Exxon and others disguised and concealed 
said payments by means of false and improper 
accounting and the use of unrecorded bank accounts. 


The Commission charged that the defendants have 
failed to make adequate disclosure of the activities 
described above and in the complaint in violation of 
Sections 13(a) and 14(a) of the Exchange Act and 
Rules thereunder. 


Without admitting or denying the allegations con- 
tained in the Commission’s complaint, defendant 
Exxon consented to the entry of a final judgment of 
permanent injunction enjoining the company from 
further violations of Sections 13(a) and 14(a) of the 
Exchange Act and Rules thereunder. In addition, the 
settlement of this matter required that Exxon disclose 
in acurrent report for September 1977 on a Form 8-K, 
filed with the Commission simultaneously with the 
filing with the Court of the Commission’s Complaint, 
further details with respect to matters concerning the 
Italian and other payments. 











Litigation Release Number 8132/September 28, 1977 


SEC v. DIPLOMAT NATIONAL BANK, ET AL. 
(District Court for the District of Columbia, Civil 
Action No. 77-1695) 


Paul F. Leonard, Administrator of the Washington 
Regional Office of the Securities and Exchange Com- 
mission, announced that on September 28, 1977, the 
Commission filed a complaint for permanent injunction 
in the U.S. District Court for the District of Columbia 
against the Diplomat National Bank, Charles C. Kim, 
Bo Hi Pak, Tongsun Park and Spencer Robbins, and 
charging them with violations of the anti-fraud provi- 
sions of the securiites laws in connection with offers, 
sales and purchases of Diplomat common stock. 


The complaint alleges that in 1975, during the initial 
offering of Diplomat common stock, the defendants 
variously participated in a scheme whereby Pak and 
Park, through undisclosed nominees, purchased re- 
spectively in excess of 43% and 10% of the Bank’s 
outstanding stock. The purchases were in direct 
violation of stock ownership limitations established by 
the Comptroller of the Currency for the Bank and con- 
trary to express representations regarding maximum 
stockholdings by investors in the Bank’s disclosure 
document used in the offering. The complaint further 
alleges that during the resales of Diplomat stock by 
the Bank on behalf of Pak, Park and others, 
defendants variously made misrepresentations and 
omissions of material fact regarding, among other 
things, the existence of shareholders who owned in 
excess of the Bank’s previously established maximum 
limitation on stock ownership, the Bank’s financial 
condition, risks attendant to an investment in the 
Bank, the existence of a substantial demand deposit at 
the Bank which was controlled by Pak, the number of 
shares of stock which had been tendered to the Bank 
for resale, and that a letter from the Comptroller of the 
Currency, concluding that there were no improprieties 
by the Bank in connection with its initial stock 
offering, was obtained as a result of misrepresenta- 
tions to that agency by Kim, who was at the time the 
Bank’s chairman. 


The Washington Regional Office also announced that 
on September 28, 1977, the Honorable John Pratt of 
the U.S. District Court for the District of Columbia 
entered judgements of permanent injunction restrain- 
ing and enjoining Diplomat and Kim from violating the 
antifraud provisions of the securities laws. The de- 
fendants consented to the entry of the Court’s final 
judgment and order without admitting or denying the 
allegations in the Commission’s complaint. Addition- 
ally, the Court ordered that: 


A. The DNB shall, within 90 days, expand the Board 
of Directors of the Bank after consultation with the 


Comptroller of the Currency from 6 members to 8 
members and shall elect two additonal members to the 
Board of Directors who are acceptable to that agency. 
B. File with the Comptroller of the Currency an 
offering circular, pursuant to an in accordance with the 
provisions of Section 12 CFR 16 (effective January 10, 
1977) for any offering of its securities it shall under- 
take either on its own behalf or on behalf of stock- 
holders desiring to resell their DNB securities in 
excess of $150,000 when aggregated with all other 
such sales of its securities within a 12-month period. 


C. In connection with any offers and sales of 
securities by the DNB either on its own behalf or on 
behalf of stockholders desiring to resell their DNB 
securities, the DNB shall retain and consult with 
securities counsel and prepare written guidelines set- 
ting out the manner in which such offers and sales will 
be made and the disclosures both written and oral 
which shall be made to purchasers and prospective 
purchasers. 


D. The DNB shall retain in independent bounded 
transfer agent. 


E. The DNB shall not renew any present employ- 
ment, consulting or other type of contractual relation- 
ship with Charles C. Kim, and Kim shall not in the 
future without the prior written consent of the Comp- 
troller of the Currency be allowed to serve in the 
capacity of officer or director of the DNB. In addition, 
the DNB shall not allow Kim to perform any 
managerial or executive functions or authorize him to 
engage or participate in any offers or sales of secu- 
rities of the DNB, other than deposits in the normal 
course of the DNB’s business. 


Federal agencies and Congressional committees who 
have cooperated with the Commission in the conduct 
of its investigation include the Board of Governors of 
the Federal Reserve System, the Committee on 
Standards of Official Conduct of the House of Repre- 
sentatives, the Subcommittee on International Organi- 
zations of the Committee on International Affairs of 
the U.S. House of Representatives, and the Comptrol- 
ler of the Currency. 
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ACCOUNTING SERIES RELEASE NO. 221/Septem- 
ber 26, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13678A/September 26, 1977 
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ACCOUNTING SERIES RELEASE NO. 228/Septem- 
ber 28, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5870/September 28, 1977 
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